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Standard Gas and 
Electric Company 


One of the largest utility sys- 
tems under single manage- 
ment. 


Total earnings of present oper- 
ated companies over $137,000,- 
000 in 1925. 


Combined assets exceed $750,- 
000,000. 


Write for descriptive 
literature BI-356 


HM. Byllesby & Co 


New York Chicago 
111 Broadway 231 So. La Salle St. 
Philadelphia Boston Providence 


























Large Net Earnings 
Protect This Investment 
Now Yielding About 9% In 
Cash and Stock Dividends 


A long record of large net earnings pro- 
tects your investment in Cities Service 


Common Stock. 


In the last ten years Cities Service Com- 
pany has always earned over 13% net 
to its Common Stock. Here is the 
record for the last 5 years— 





Year Ended Net Earnings 

Dec. 31, 1921 $12,944,715 
= * ee 14,205,674 
= * ee 16,093,616 
7 * oe 16,773,744 
= * was 18,989,051 


At its present price, this seasoned security 
will yield you about 9% in cash and 
stock dividends. 


Send for Circular C-15 


Securities Department 
Hienr herty 
& ny 
GO WALL ST. NEW ‘YORK, 


BRANCHES IN PRINCIPAL CITIES 
































T THIS bank, the com- 
plete mechanism of a 
world-wide banking service 
is kepta living, human thing 
by the personal relationships 
existing between our officers 
and our customers. 


Every Banking Service 


CENTRAL [RUST 
COMPANY OF ILLINOIS 


125 Monroe Street at La Salle 
CHICAGO 


Capital and Surplus, $9,000,000 

























A First Mortgage Bond 
| To Yield 6.65% 











This is the Twenty-five year 
614% obligation of Consoli- 
dated Cement Corporation, 
priced at 98% and Interest. 


We will send, upon request, 
descriptive circular F-632, 
illustrated booklet and other 
data which we believe will be 
of interest. 


E. H. Rollins & Sons 


Founded 1876 
BOSTON NEW YORK PHILADELPHIA 
00 Devonshire St. 43 Exchange Pl. 1515 Locust St. 
CHICAGO SAN FRANCISCO 
281 So. La Salle - $00 Montgomery St. 


LOS ANGELES 
1000 California Bank Bldg. 


Licsonseieesiinuns 


DENVER 
315 International Tr. Bldg. 
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Lisman’s 
Financial 
Pictorial 
for April on 
Electric Light & Power Business 
of the 
Alpine Montan Steel 
Corporation 


Also latest pictures 
of the 


Tyrol Hydro-Electric Power 
Company 


WE RECOMMEND 
Alpine Montan Steel Corp. 7s 
Tyrol Hydro-Electric Power 7'28 
Listed on N. Y. Stock Exchange 
Price: at the market 
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Sound Investments 


Our Current Suggestions include a 
large and diversified list of sound 
public utility and industrial bonds 
yielding from 4.20% to 7.60%. A 
copy will be sent on request. 


Ask for folder F.A.-17 


HORNBLOWER & WEEKS 


EsTABLISHED 1888 
42 Broadway, New York 


BOSTON CHICAGO 
PROVIDENCE CLEVELAND 
PORTLAND DETROIT 


Members of New York, Boston 
and Chicago Stock Exchanges 
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7% Cumulative Preferred 


WESTHEIMER & COMPANY 


Members of the New York Stock Exchange 
Cinzinnati, O. Baltimore, Md. 














April 17, 1926 


489 


bier a tind Date nab ane. He ane tat a 


i 9 arenes 
aegis Y SPie. 78 Tae 






RE A tet OC AOS PRS 


Ds aA peng ener a PR REISE ACE, EA ITH 


PE ee ce ee 
pata OER 


Sere tics in Peete 








ECONOMIC TRENDS IN THE 


ELECTRICAL INDUSTRY 








Customers never leave this ‘store’ 


Out 
from the average retail store. 
She’s finished her buying 
for that day—perhaps for 


a customer walks 


several days, until she finds 
time to come again. 

That’s why the biggest 
selling problem of mer- 
chants and shopkeepers is to 
get customers into the store. 


But it’s a problem electric 


WESTINGHOUSE ELECTRIC 


Custome 


& 


service companies never 
have, after a home is wired. 
A customer may buy more, 
may buy less, but she never 
‘leaves the store.” 


This buying convenience 


is a tremendous resource 
with eighteen million cus- 
tomers ‘‘at the counter,” 
most of them twenty-four 


hours a day. Customers’ 


MANUFACTURING COMPANY, 


17,937,000 


Lom- pee melere) 


every five years 


families buy, too, so that 
more than 54 per cent of 
the American people— 
63,100,000 —are in daily 
buying contact with electric 
service. 


In 1916 there were only 
5,841,000 customers; then 
10,820,000 five years later. 
And at the start of 1926 
the count was 17,937,000. 


EAST PITTSBURGH, PA. 


rs nearly double in number 





Westinghouse 





Westinghouse, by means of its Automatic Iron and 
other appliances, has greatly added to the buying 
capacity of household consumers of electricity. 
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THE FINANCIAL WORLD 


“The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
| as tong as bit lings fo this |_Idead it can _count Upon the Support _ us the investing public. 
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The Trend of Things 


@ A highly favorable current trade condition is reflected in reports of car 
loadings, bank clearings, steel production and automobile sales, all of which 
show volume substantially in excess of this time last year. The near term 
business prospect continues favorable; 


@ The important credit situation is improving weekly. Commodity prices 
continue to decline, which, in conjunction with further decreases in brok- 
ers’ loans and import of gold, are serving to bring about lower interest 
rates. This tendency is best reflected in the strength of the bond market; 

@ In March our exports again were less than our imports. However, this is 
largely due to greater imports of rubber at higher prices and a decline in 
exports of grain and cotton. The French franc again became weak but ap- 
parently the Cuban situation is under control and definite betterment is in 
prospect in Mexico; 

@ The stock market is still under the influence of speculation for the decline 
because of the previous overmanipulation and the uncertainty surround- 
ing industrial profit margins. Numerous first quarter earnings will soon 


be made public and those of the rails will unquestionably make a good 
showing. 
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featured the developments of previ- 
ous weeks were again in evidence 
last week. Volume of business continues 
to hold at a very high level but commodity 


Tica same characteristics which have 


prices continue their downward march. If 
this decline continues gradual and orderly 
(as there is every reason to expect it will 
because there has been little inflation and 
speculation in commodity prices) it will 


not necessarily adversely affect the volume 
of business. How it will affect profit mar- 
gins of industrial companies will be re- 
vealed to some extent by the first quarter 
earning reports. The full effect of the re- 
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cent decline in commodity prices which 
started in January will, of course, not be 
shown on profit margins until the second 
quarter. 


Bonds and very high-grade preferred 
stocks continue at record high prices. Spec- 
ulative stocks are under varying influences 
and day to day fluctuations mean little. 
Unquestionably the greatest single influ- 
ence now operative is increasing competi- 
tion and declining commodity prices quite 
adverse to industrial profit margins and 
net earnings. The full effect of this in- 
fluence will probably not be as apparent 
in first quarter industrial earning reports 
as in those of the second quarter. 


*x* * x 


@ The Business Prospect 


* * x 


ANK clearings, railroad freight car 

loadings, steel production and auto- 
mobile sales all reflect a higher rate of 
business activity in the first quarter of 
1926 than in the same period last year. 
However, motor company profits thus far 
made public indicate a substantial loss in 
profit margin per car and there also is 
some evidence of an easing off in steel 
production for the coming months. There 
is every present indication of a continua- 
tion of good business volume although pos- 
sibly not at as high a seasonal rate as that 
of the first quarter. There is no present 
promise of as good a profit margin and net 
earnings for most industrial companies, 
The decline in commodity prices 
Fisher’s average for January, 
1926, was 159.2, the same as the average 
for the entire year 1925. It had declined 
to 150.7 by early April. While the net 
earnings of many industrial companies will 
doubtless be adversely affected by deciin- 
ing commodity prices as long as the de- 
cline is a gradual one it will not necessarily 
adversely affect the volume of business. 
The report of the Department of Labor 
for the first quarter of 1926 shows a high 
rate of employment. In this hand to 
mouth age it is very definitely consumption 
of goods which determines volume of pro- 
duction and the latter, of course, is favor- 
ably influenced by full employment at good 
wages. From a longer range standpoint 
the most important factors bearing on the 
business situation are the forthcoming 
crops and the volume of new construction 
activity. The latter is above that of a year 
ago, but such cemparison is not as en- 
lightening as will be that with the coming 
months, when remarkably high records 
were established a year ago. There un- 
questionably will be a large volume of 
new construction during the coming three 
months. There quite possibly will be some 
falling off in the last half of 1926, com- 
pared with the same period of 1925. The 
crop outlook, so far as it can be deter- 
mined now, is shaping up _ favorably. 
Winter wheat, which was especially hard 
hit last year, appears to be getting away 
to an excellent start. No definite state- 
ment can yet be made but the normal ex- 
pectation is, of course, for normal crops, 
which would be quite satisfactory. 
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however. 
continues. 


@ Foreign Affairs 


* * * 


OR the third successive month our im- 

ports have exceeded our exports. 
This is nothing to become alarmed about 
as the decline in exports is largely due to 
smaller shipments of grain and cotton and 
the increase in imports largely to higher 
crude rubber prices. The latter is declin- 
ing in price and cotton shipments are ex- 
pected to increase. It is quite possible that 
the spread between exports and imports 
will be closer in the coming months. Un- 
questionably some of the increase in im- 
ports is due to the fact that in 1925 whole- 


sale prices in this country did not decline : 


as did wholesale prices in leading Euro- 
pean countries. Recently, however, our 
commodity price declines have done much 
to bring about a better relationship between 
prices here and world prices. 

Under steady, unremitting selling, mostly 
from abroad, the French franc reached its 
lowest point in history, at 3.3534 cents, It 
was the second time this year that the 
franc established a low record. On March 
29 it sold as low as 3.39% cents. Before 
that the low point was 3.42 cents, made in 
March, 1924, when an international specu- 
lative drive reached its climax. At that 
time the franc was rescued by a $100,000,- 
000 credit advanced by J. P. Morgan & Co. 

Various explanations were advanced for 
the break, but it appeared to be due not 
so much to excessively heavy selling as to 
an utter lack of demand. There is ‘said to 
be little short interest in the market, so 
that covering, which has developed on pre- 
vious declines, was lacking. The selling 
here came mostly from large houses with 


foreign affiliations and apparently was 
done on orders from abroad. 

* Ok Ok 
€ The Railroads 

* Ok Ok 


HILE railroad bonds, even those of 

a speculative character, have been 
giving a good account of themselves, rail- 
road stocks have been to some extent un- 
der the influence of declining prices in 
speculative shares generally. Railroad 
earnings for 1925, as revealed in annual 
reports now being made public, were high- 
ly satisfactory. Railroad earnings for the 
month of March, based on car loading 
figures, promise to establish a new high 
level for that month. The railroads are 
in the best physical condition in their his- 
tory. Rail executives of a number of 
roads view the prospects for the coming 
crops quite favorably. There is no ad-« 
verse railroad legislation in sight. It is 
improbable that the demand for higher 
wages will amount to much in view of the 
difficulty of establishing a sound basis in 
the cost of living. Therefore there is a 
probability that the northwestern roads will 
be granted better freight rates when the 
Commission hands down its decision, now 
expected around June 1. There also ap- 
pears to be a good probability of reduc- 
ing the interest rate on government loans 
from 6 to 4% per cent. Meanwhile the 
merger situation has been clarified and 


declining commodity prices will lower 


. substantially lower than a year ago. 





The cost of coal for instance js 
The 
earning prospects continue good, the price 
level is low compared to current earnings 
and the rails continue to hold the position 
of being the most undervalued group in the 
list. 


costs. 


* * * 


@ The Credit Situation 


* * * 


NONTINUED ease continues to pre- 
dominate the money market. There 
is no sign of a credit strain and none is in 
prospect. The unusual spectacle of heavy 
declines in speculative stocks being prac- 
tically without influence on the price of 
bonds must, of course, be attributed to the 
underlying strength of the credit situation, 
It furnishes rather conclusive proof that 
the decline in stocks has been brought about 
by previous excesses rather than by any 
structural change in the fundamentals. The 
only clearly defined (and very important) 
fundamental change now going on is the 
trend toward lower commodity prices. 
This, of course, is very favorable to the 
credit situation as, broadly speaking, de- 
clining commodity prices are accompanied 
by declining interest rates and higher prices 
for investment securities. There is no sign 
that this broad movement has yet run its 
course. On the contrary it is probably 
just getting well under way. The credit 
situation continues fundamentally sound 
and extremely favorable to investment se- 
curities and legitimate business. 


*x* * * 
@ The Securities Outlook 
*x* * * 


HILE bond prices continue near 

their recent record high the prices 
of speculative stocks continue a_ broad 
downward trend, the end of which does 
not yet appear in sight. The major influ- 
ence operating on speculative stocks is the 
uncertainty regarding future net earnings, 
which are beclouded by keen competition, 
an excessive industrial productive capacity 
and declining commodity prices. The lat- 
ter influence, while unfavorable to most 
industrial companies, is distinctly favor-, 
able to lower interest rates, higher bond 
prices and higher prices for investment 
stocks. Lower commodity prices are fav- 
orable to railroad and public utility com- 
panies because they lower operating costs 
and as this class of corporation expands 
faster than surplus earnings will provide 
for they are necessarily doing new financ- 
ing from time to time and the influence 
of lower commodity prices on lower in- 
terest rates is thus also favorable to them. 
There is no reason to change the view 
previously expressed that we are leaving 
a speculative market and entering an in- 
vestment market. How to buy stocks on 
an investment basis is clearly outlined by 
Mr. Guenther in the current issue of THE 
FINANCIAL Wor_p. How to buy bonds 
will be clearly outlined by our bond editor 
in next week’s issue of THE FINANCIAL 
Wor_p. Continue to give first place to 
the good yielding rails and public utility 
preferred stocks and the high-yielding 
low-cost coppers. 
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Sound Investment Rules 


@ To become a successful investor observance of certain fundamental finan- 


cial principles is essential. 


What these principles are this article de- 


scribes in non-technical terms to enable the most inexperienced investor to 


profit from them; 


@ Mr. Guenther in his Rules points out a clear and understandable course 


of action. 


capital should read it carefully; 


His article is of such great importance that every owner of 


@ This article develops that the employment of capital is a distinct busi- 
ness in itself, and points the way to the intelligent management of sur- 
plus funds.—EDITORS. 


O qualify as a sound and shrewd 
‘% investor the first fundamental to 

get clearly fixed in mind is the 
real purpose of capital. It is in the final 
analysis a commodity which is. either 
rented at a fixed per centum per annum 
or used in a partnership on the expecta- 
tion it will produce a profitable return 
either in dividends or speculative gain. 


Unfortunately, the majority of American 
owners of surplus capital do not treat it 
in this serious manner. This assertion is 
not a reckless one, but based upon a record 
of unusual losses, a fact in itself which 
indicates how carelessly we handle our 
money. The average American when en- 
gaged in purchasing wearing apparel, or 
any other merchandise, will carefully ex- 
amine it to assure himself of receiving full 
value. On the other hand, he will entrust 
on uncharted seas hundreds and thousands 
of dollars on the mere recommendation of 
strangers, that it is possible to make a 
iortune in this or that thing. If addi- 
tional evidence is required to confirm this 
statement, reference need only be made to 
the financial catastrophe in which the re- 
cent bull market engulfed speculators 
throughout the country, when it suddenly 
collapsed. 


Fundamental Rules 
From this fate a good many could have 
escaped if they applied this first funda- 
mental rule to their capital, for they would 
have sensed the top-heavy relation between 


current stock prices and the value of capi-. 


market structure can be 
maintained for long whose stock prices 
have risen to a level wmere the yield is 
less than current interest rates. 


tal, for no 


This explanatory prelude has been en- 
larged in order to fix this essential prin- 
ciple firmly in the mind of investors so 
that they will be better fortified in apply- 
ing more intelligently the subsequent rules 
for the proper handling of their capital. 


When, What and How to Buy 


To determine this problem the owner of 
capital must determine the position he 
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wishes to assume, that of a speculator, or 
that of an investor, for there is a distinct 
cleavage between the two roles. The 
speculator must depend upon market en- 
hancement for his gain; whereas the in- 
vestor relies upon income return for his 
profit with market gain a secondary con- 
sideration. 

Of course, the speculator can profit as 
well in a declining market from a fall in 
prices by assuming a bear position, but 
very few people are temperamently fitted 
to carry on such operations; firstly, it goes 
against their grain to participate in the 
destruction of values, and secondly, .an 
alert mind and constant watchfulness are 
required to assure success for which time 
is needed and few men can spare it from 
their business routine. A separate chap- 
ter is necessary to discuss bear operations, 
so I will not tarry long on this subject. 
I shall confine myself to explaining the 
sound rules to follow on the constructive 
side of dealing in securities—the buying 
side, 

The proper time for the speculator to 
purchase non-productive securities is after 
a prolonged market decline, or a business 
depression, when prices appear to have 
reached a low general level, and there 
are definite signs appearing of an ap- 
proaching recovery. Such an opportunity 
presented itself late in 1923, and continued 
through 1924. It is not now present, be- 
cause we are in a readjustment market, 
wherein the opportunities predominately 
favor the investor. 

For the investor it is not so important 
when to buy as it is what is best to buy, 
and how to buy, as long as what he pur- 
chases combines the maximum factors of 
safety of income and, on the basis of a 
price, which produces a yield in excess of 
current and probable future money rates. 

When in this position the investor is 
not unduly concerned in the transitory 
fluctuation of quotations, for in an invest- 
met market the pressure of surplus capi- 
tal seeking a more favorable return than 
is obtainable in the money market, will 
tend to bring down the income return of 


stable investment securities to a more 
proper relation to current interest rates. 
This operation can only mean the eventual 
enhancement in market price. When I 
mention surplus capital, I mean to include 
that of the banks, whose prosperity essen- 
tially depends upon the profitable employ- 
ment of their deposits. 


What is best to buy are securities 
that give an advantage—those which, 
for instance, yield an income in excess 
of what is obtainable from time money or 
from a good bond. In considering how 
to buy it is best not to purchase in 
lump the amount that can be safely car- 
ried, but only part, so that advantage can 
be taken of a further decline to secure 
a good average price. This is the general 
principle of buying securities which 1 
would suggest should be conservatively 
followed under existing market conditions. 

Diversification 

Do not place all your eggs in one bas- 
ket. Remember there are mortalities in 
investments just as there are in human 
life, failures in business, unmarketable 
merchandise on merchants’ shelves. In ex- 
ercising discriminating diversification you 
are simply applying the sound rule prac- 
ticed by the insurance and banking busi- 
ness of spreading the risk so that the 
general average of your operations assures 
a profit over a term of years. The busi- 
ness of investing is no more infallible than 
is human life. For any one to assert it 
can reach 100 per cent safety is a bold 
statement which has never stood the test. 


How to Appraise a Security 

Study well its capital structure, for that 
is its back bone. It is to a stock what 
the constitution is to the human body. 
The stronger the constitution the more 
enduring is its life—and more fortified is 
it to withstand adverse developments or 
unforeseen contingencies. 

While no set rule can be laid down 
that is applicable to all securities, experi- 
ence has proven that the most desirable are 


(Please turn to page 513) 
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When Are Stocks Selling Low? 


The price of a stock is no indication that the stock is cheap unless the earn- 






Because a stock has sold at high levels at some earlier date is an empty rea- 


son for it again duplicating that price when general conditions do not 


¢ 

ings justify the quotation; 
¢ 

warrant it; 
I 


attractive basis? 


Are there opportunities in this market to obtain low-priced stocks on an 


@ A group of five stocks that are earning better than 17 per cent of their cur- 
rent market price are given as examples making an intelligent selection. 


HE recent sharp declines in the 
[ prices of securities have acted as 
a corrective that in many cases 
has placed securities on a more relevant 
basis as compared to earnings. On the 
other hand there are many stocks that 
despite the declines are still selling out 
of line in comparison with their ability 
to report favorable earnings. Investors 
are many times apt at arriving at hur- 
ied conclusions that are based on the 
premise that if XYZ stock was selling 
at $50 before the break and is now ob- 
tainable at $20 it is a bargain despite 
the current and prospective earning out- 
look for the company. The reasoning 
follows that it should be able to make 
up at least one-half of its loss and 
that a price of $35 should easily be real- 
ized. There is nothing further from 
the truth, and those that have not already 
learned the lesson should at least profit 
from the experiences of others. 


First Choice 


Tue FINANCIAL Wor_p in its recom- 
mendations has confined its first choice 
in securities to the dividend paying rail 
shares, the public utility preferred stocks 
and the low cost producing coppers that 
have demonstrated their ability to report 
favorable earnings and where the out- 
look points either to a continuation or 
an improvement on the showing made. 
There appears no reason for changing 
this policy in view of the present outlook. 

There are many investors who are 
attracted by the so-called low priced 
shares as holding possibilities because 
of the reason of the current quotation. 
Danger lurks among this group for there 






are many in this class where the low 
price is indicative of nothing more than 
the lack of value behind the security. 
There have been many of these situa- 
tions pointed out from week to week 
and to give further caution there is 
probably no better way than to present 
a group whose attractiveness based on 
values makes them stand out in con- 
trast. 


Taking the present rate of money as 
a key let us assume that for a stock to 
be able to show ten per cent of its mar- 
ket earned in the year is fairly attractive, 
giving consideration, of course, to the 
outlook and future prospects. There are 
many selling considerably below this 
level, but then there are many that are 
obtainable well above this measure of 
values and it is in this group that we 
are primarily interested. 


New Construction 


The situation in the new construction 
has turned out more favorably than was 
generally expected at the opening of the 
year. This situation was covered in more 
detail in last week’s issue. A. M. 
Byers found favorable reflection of the 
gigantic program that was carried on 
last year in being able to report $4.81 
a share for its outstanding shares ot 
common stock. The stock is currently 
quoted around $28 a share which price 
in comparison with the earnings reported 
represents about 17.2 per cent earned. 
The accompanying tabulation gives in 
more detail the record of the company 
and for the sake of brevity reference is 
given to a complete analysis which was 
made of this situation in the October 


24, 1925, issue of THe FINANCIAL Wortp. 
With a continuation of present activity 
for a greater part of this year Byers 
becomes increasingly attractive as a 
dividend prospect. By adding income 
to the present speculative factors pre- 
dicated on earnings the stock at these 
levels or on any slight recessions ap- 
pears to have attractive possibilities for 
the long pull. Earnings of A. M. Byers 
Co. in the quarter ended March 31 are 
expected to approximate those of the De- 
cember 31 quarter, when $364,403, after 
depreciation, depletion, interest, taxes, etc., 
was reported. After allowing for divi- 
dends on the $4,500,000 7 per cent pre- 
ferred, this was equivalent to $1.90 a share 
on the 150,000 shares of no par common 
stock. 
On the Up-Grade 

Intertype Corporation which was 
given favorable analysis in the October 
17, 1925, issue of THE FINANCIAL Wor.p 
has receded enough from its high price 
of around $29 a share to possess attrac- 
tive possibilities below $22 a share. The 
company paid extra cash dividends in 
1925 amounting to 50 cents a share in 
addition to the regular $1 rate. Earn- 
ings for 1925 of $3.86 a share represent 
approximately 17 per cent of the market 
price. Advertising space for the year 
is reaching record proportions in contracts 
let, and this in turn is reflected in pros- 
perity to the users of printing machinery. 
Obsolete equipment is being discarded 
and the latest models of typesetting ma- 
chines are finding a ready market from 
which Intertype is getting its just share. 
Both the yield and current and prospec- 

(Please turn to page 515) 








Current Div 

Price Rate 

A. M. Byers 28 -— 
Intertype 22% *] 
Bush Terminal 20 —- 
Seagraves 13 1.20 
Mo. Pacific 30 oa 


*50 cents extra. 





Five Low Priced Stocks with Favorable Earnings 


oC, 


7% earn- 
ings to Guen- 1925 1926 
To 1925 Market Shares _ ther’s Market Price Market Price 
Yield Earn. Price Oustanding Rat’g. High Low High Low 
— 4.81 17.2 150,000 - B 44% 23 38% 28 
6.7 3.86 17.0 199,441 A 293% 18 29 22% 
— 5.38 26.9 137,770 c 26 145% 22% 1634 
9.2 2.49 19.1 106,338 B 1634 13% 1434 12% 
— 5.10 17.0 828,395 s 413% 305% 40% 27 
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q American Car & Foundry— q Baltimore & Ohio— 


A Striking Comparison of Values 


@ In this readjustment market we are entering 


it is obvious that certain stocks will advance 
and that others will decline. 
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The most im- |&»4? 
portant single factor is the probable future gS30 
earning trend and its relation to market price; 8 
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@ This comparison between a railroad and one 
of the strongest of the railroad equipment 
companies is of timely interest because of the 
widespread belief that 1926 will be a better 
year for the latter industry; 
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@ There is nothing in the current data nor in the probable future to warrant 
the expectation that 1926 will prove a profitable year for the car builders, 


while there is ample information available to indicate that the railroads 
will fare well. 


By FREDERICK HANSSEN 








HE tabulation accompanying this 
T article shows how the new money 
the railroads have been spending in 
recent years has been applied. In 1923 
nearly twice as much was spent for new 
equipment as for improving the roadway. 
By 1925 a third more was spent on the 
roadway than on new equipment. The ex- 
penditures on the latter have been steadily 
declining and on the former have been 
steadily advancing. There is no present 
prospect of any change in this trend and 
it has important implications to the holder 
of railway equipment stocks. 
As has frequently been pointed out in 
THe FINANCIAL Wor.p if we can obtain 


an idea as to probable future earnings we 
will establish a sound basis on which to 
purchase or sell the common stocks of the 
companies affected. Accompanying this 
article is a chart which shows rather clear- 
ly the broad trend in two industries, that 
of freight car building and that of rail- 
road traffic. 

It will be noted that the broad trend of 
one is definitely downward and that of 
the other is definitely upward. On the 
face of it the natural expectation would be 
that if the railroads handle more traffic 
they need more cars. On analysis it is 
found, however, that other factors enter 


into the situation. The most important is 
greater railroad operating efficiency. Based 
on the number of freight-car miles per 
freight-car day in 1925 as compared with 
1924 the railroads, by more rapid move- 
ment, saved themselves the equivalent of 
more than 100,000 freight cars. Other 
factors are the increased size of the in- 
dividual car and the longer life of the all- 
steel car. 


It is estimated that this country has a 
productive capacity of around 400,000 
freight cars annually with around 125,000 
produced in 1925. Competition for busi- 



































(Please turn to page 511) 
: : 
t 
; Capital Expenditures—Class I Roads 
; Item 
: Equipment : 1925* 1924 1923 
1 EEE NOE TEA A. nn sea ee Mead $62,000,000 $102,456,404 $208,966,280 
‘ I I ON iii iSite pret oenencisinnaomintions 219,900,000 318,570,882 409,664,895 
a ee , a a ne ae ene 42,525,000 53,133,583 40,105.358 
I I iti ites ninicienineniatlln si anc ean binant 14,975,000 19,447,591 22,987,548 
i iis tite eesince $339,400,000 $493,608,460 $681,723,991 
Roadway and Structures: ; 
; ee ELE OL ITLL TET ERE 147,725,000 116,725,143 108,745,245 
I ail a desea 32,870,000 32,037,372 27,865,942 
I I iil acirchniad siisdlenioaloneiipensinenes 11,820,000 10,824,944 9,471,311 
a, ee ea 31,790,000 39,833,581 51,214,185 
A cal TN oii icici 190,395,000 181,713,728 180,128,752 
Total—Roadway and Structures ...................-.---000-.--- $414,600,000 $381,134,768 $377,425,435 
aii ceed staan iatecusvisianiciaivnion $754,000,000 $874,743,228 $1,059,149,426 
*Partially estimated to include 6% of mileage not reporting. 
yIncludes rail and tie fastenings and other track material. 
tIncludes machinery and tools. 
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The Outlook for Pipe Line Stocks 


@ Are there opportunities to be had in this 
group of stocks? 


HERE exists at the present time a 

notable lack of understanding by 

the average investor of the situa- 
tion presented by the pipe line companies. 
The positions of the companies themselves 
have greatly changed during the past few 
years, due to changing conditions in the 
petroleum industry. 

The great bulk of our crude oil form- 
erly came from the fields in Pennsylvania, 
West Virginia, Illinois, Ohio, Kentucky, 
and other regions east of the Mississippi. 
Pipe lines were constructed to transport 
this crude from the fields to the refineries 
on the eastern seaboard. For a number of 
years all of the original lines reported 
large earnings, until the advent of the Mid- 
Continent, California and Mexican fields. 
Many oil companies operating in the Mid- 
Continent field have not depended upon 
the pipe lines to transport their product 
to refineries, but have built their own re- 
fineries near the actual producing terri- 


By RICHARD J. ANDERSON 


tory. Distribution is then made by means 
of tank cars, at a large saving to the pro- 
ducers. 

That amount of crude oil which the local 
refineries cannot handle is largely shipped 
either by pipe lines to refineries on the 
Gulf of Mexico or by tank car. This re- 
versal of the entire situation is emphasized 
by the fact that eleven of the leading pipe 
line companies carried over 95 per cent 
of the country’s production in 1912, while 
in 1925 this figure had decreased to about 
23 per cent. Resources in the eastern oil 
fields are being used up. Discovery of 
new supplies in these fields is not prob- 
able, although it is likely that the re- 
serves here will last many years. On the 
other hand, new wells and fields are fre- 
quently opened up in the Mid-Continent 
territory. 

Crude oil produced in California, Mex- 
ico and South America has been another 
factor affecting the earnings of eastern 
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companies. This production is shipped by 
tanker the refineries, and seriously 
competes with those producers who might 
normally move their crude through the pipe 
lines. 

Although the lines connecting the east- 
ern fields have fallen off greatly both as to 
oil moved and as to earnings, the com- 
panies operating in the Mid-Continent 
territory have held up well, and the fu- 
ture outlook for these companies is good. 
The pipe line companies then automatical- 
ly divide themselves into two groups, the 
eastern group and the Mid-Continent 
group. Despite the fact the traffic of the 
former group is steadily diminishing it 
must not be assumed that securities of 
these companies have no future value. 
The managements of these concerns have 
foreseen the changing conditions, and in 
addition to writing off large amounts for 
depreciation they have built up good sized 
investment accounts. In fact, for a num- 
ber of the companies the investments, cash, 
receivables and other liquid assets total 
more than the market value of these stocks. 
Consequently it is seen that these issues 
have a very definite liquidating value. One 
student of the situation has stated that it 
is probable that several concerns at least, 
instead of continuing present dividends, 
will liquidate their investment accounts in. 


to 


Buckeye 
Cumberland ............ 
Eureka 

Illinois 

Indiana 

National Transit .... 
New York Transit 
Northern 
Prairie 
Southern 
Southwest. 


$24 
104 
55 
30 
55 
13 
50 
83 
56 
80 
45 


55 
121 


$68 
167 
161 
128 

72 

19 
142 
117 
131 
110 
118 


$5.10 
12.25 
def. 4.17 
19.28 
9.20 
1.39 
4.88 
7.77 
18.80 
1.91 
5.74 


$4.00 
12.00 
4.00 
12.00 
4.00 
1.25 
3.00 
6.00 
8.00 
4.00 
4.00 


$3,951,551 
1,550,185 
2,827,186 
5,816,321 
2,341,034 
4,730,629 
1,350,007 
254,867 
23,971,903 
988,172 
566,856 


a single large dividend, then lower par 
values of the stock proportionately and 
thereafter pay dividends on the reduced 
capital in closer relationship te actual 
earnings. 

An extreme case is shown by the Cres- 
cent Pipe Line Company, which suspended 
operations altogether and is now digging 
up its pipe and liquidating its assets. 

From the point of future earnings and 
outlook the single outstanding company 
engaged in piping oil is the Prairie Pipe 
Line Company. This company operates 
about 10,500 miles of gathering and trunk 

(Please turn to page 509) 
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Above figures based on 1925 annual reports. 


























q Northern States Power — 


An Attractive 


« Northern States Power enjoys an able and 
efficient management that has translated its 
efforts into increased earnings; 


@ Investment stocks are assuming a new 
significance in this present market and in- 
vestors are fast coming to a realization of 


their merit; 


« The 7 per cent cumulative preferred stock 
of Northern States Power Company of 
Delaware at par offers an attractive in- 


come; 


OW often is it our failing in seek- 
H ing opportunities to go far from 

the beaten paths when in many 
cases that which we consider most elusive 
is lost to us because of its familiarity. In 
its policy of recommending the preferred 
stocks of established public utility com- 
panies, THE FINANCIAL Wor p calls to 
the attention of its readers one of the ten 
largest ranking utility companies in the 
United States from the point of earnings, 
namely the Northern States Power Com- 
pany. 

With a very definite trend being shown 
in the market away from the speculative 
issues and toward the investments it is 
fitting at this time that investors give 
serious consideration to the employment of 
their funds in such securities as can be 
obtained on an attractive yield basis with 
the income well secured by favorable earn- 
ings and a strong financial. condition. The 
preferred stock of Northern States Power 
Company fits aptly into this classification. 
This stock at current quotations around 
par and paying $7 annually is thereby ob- 
tainable with a return of 7 per cent. 

Northern States Power, largely by direct 
ownership but in part through stock con- 
trol, supplies electric light and power in 
the rapidly growing territory of Minne- 
sota, which includes Minneapolis and St. 
Paul, and many of the neighboring com- 





By WILLIAM J. HEALY 


munities. It also controls separate prop- 
erties operating in Iowa, Illinois, Wiscon- 
sin, South Dakota and North Dakota. The 
progress shown in the company’s earning 
reports for the last several years very 
clearly indicates the effects of efficiency and 
operating economies resulting from large 
scale operations and centralized manage- 
ment. The consistency of this record is 
best shown in the following compilation of 
gross and net earnings of the company. 


Gross Net 

Year Earnings Earnings 

TE sickiasccesditenseamned $21,441,445 $10,768,950 
PS PaEREees 20,227,211 9,417,316 
I Re 15,489,790 6,580,991 
ON i kes 13,881,919 5,781,092 
Re 12,963,222 5,207,543 
I ici canted, 11,798,778 4,466,938 
Is itidaerrninte ds 9,875,934 4,117,312 
ER 8,392,664 3,542,974 
EIR Sere 7,154,508 3,389,780 
I ei 6,087,153 3,341,656 
I: aks tical tihicdentintails 5,121,826 2,866,634 
| EE Sa 4,395,868 2,364,370 
SOS ee 3,887,408 1,956,934 
i ee 2,839,222 1,392,562 
ID Sack Sinisosnninte 1,568,993 697,417 
| ET 723,754 301,938 


It will be seen from this showing that 
while there have been favorable increases 
in gross business the net earnings have in- 


Preferred Stock 





Cannon Falls Hydro-Electric Development of Northern 
States Power Co. 


« The stock has a consecutive record of sixteen years of payment with the 
conditions in the territory served definitely trending toward betterment. 


creased in greater proportion, indicating a 
constantly reducing ratio of operating ex- 
penses to gross earnings. In the five year 
period from 1920 to 1924 this percentage 
has been decreased from 62.1 to 53.4. The 
increases shown in gross are largely the 
result of the acquisition of additional prop- 
erties and it is in the program of the com- 
pany to continue this expansion further. 
With this idea in mind a meeting was held 
in February of this year for the purpose 
of voting on an increase in the authorized 
preferred stock from $50,000,000 to $150,- 
000,000, par $100, and the issuance of the 
$100,000,000 of new preferred stock was 
ratified. 

In this connection President J. J. O’Brien 
issued the following statement, “The pres- 
ent authorized issue of $50,000,000, 7 per 
cent cumulative preferred stock is sub- 
stantially all outstanding, being held by 
approximately 45,000 stockholders. The 
money provided through the sale of this 
stock has been used for construction pur- 
poses. The directors anticipate that devel- 
opment will be at least as great in the 
future as that which has taken place in 
the past and in order that the company 
may be in a position to provide these serv- 
ice demands, as well as acquire such ad- 
ditional properties as may be deemed to 
its best interests to purchase, authority is 

(Please turn to page 511) 
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Taylor’s Falls Power Plant, Northern States Power Company 
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A Billion-Dollar Chairman 


€ Albert H. Wiggin 


ANKS and bankers continue to make 
B history. This week, the final work 

was done on the first chapter of 
a new cogtribution to the history of bank- 
ing, when ALBERT H. WIGGIN became head 
of the second largest national bank in 
America. 

We have become more or less sophisti- 
cated of late when discussion runs into 
billions of dollars. But each time that a 
new combination which writes its resources 
in the top brackets appears on the finan- 
cial map, sophisticated though we may be, 
there is that about the accomplishment that 
commands attention. 


Aupert H. Wiccrn, for a number of 
years, has been one of the leading figures 
in modern banking circles. A quiet, rather 
unusually modest man for one identified 
with undertakings of such large propor- 
tion, he could not escape, however, the in- 
terest that always attaches to one who 
is building with money. For example, the 
fact that, from 1904, when he took hold 
of CHAse NATIONAL, to the close of last 
year, he was able to direct in a manner 
to bring deposits from $54,000,000 to 
$564,000,000, could not escape notice when 
the progress of banking came up for com- 
ment. 

So it is that this week, with the physical 
consolidation of the Chase and the old 
Mechanics & Metals into the new Consot- 
IDATED CHASE NaTIONAU Bank, completed, 
Mr. WiccrIn, as chairman of the board, 
occupies a position in American banking 
that makes him stand out in the public 
eye. 

The CoNnsoLipATED CHASE NATIONAL 
completed the first chapter of its new 
history with combined resources totaling 
more than a billion dollars. There is only 
one other bank in the country that is 
larger—the National City. 

Like the head of National City, Mr. 
WIccIN is a New Englander. But, unlike 
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| ALBERT H. WIGGIN 








@ Another billion-dollar institution came into being this. 
week when the merger resulting in the Consolidated 
Chase National Bank was consummated ; 

@ Mr. Wiggin built the Chase from deposits of $54,000,000 
to $564,000,000 during his term of direction. 


By ' 


the heroes of Horatio Alger, he did not 
come to New York without experience to 
start at the bottom in the gréat city and 
climb steadily. When he first came to 
New York it was to become a commis- 
sioned officer. He had served in the ranks 
and had risen by merit to the non-com- 
missioned officers’ level elsewhere. 

Mr. Wicc1n chose banking immediately 
upon leaving high school in Boston. As 
proof that he chose well, in six years 
after entering the field he was an assist- 
ant bank examiner for the Boston District. 
It was in this capacity that he proved his 
especial ability to mingle and learn and 
at the same time, in a modest way, impress 
the banking fraternity with his peculiar 
abilities. 


Duty to Stockholders 

I have interviewed Mr. WiccIN on many 
occasions—obtained expression of opinion 
on many matters related to the financial 
situation. But I have been able to quote 
him less frequently than any other New 
York banker. It has been his view that 
his chief duty has been to his stockholders. 
He set himself on coming to the Chase 
to building deposits—to changing the in- 
stitution from a banker’s bank to a medium 
for industrial and commercial enterprises. 
He chose to rely upon his personal con- 
tacts, and the impression made by the re- 
sults of his work, instead of personal pub- 
licity. One does not observe the photo- 
graphic likeness of Mr. Wiggin in the 
public prints as often as those of other 
leaders in banking. In fact its publication 
has been so infrequent that the general run 
of newspaper reader would be unable to 
identify it if by chance the caption were 
left out. That cannot be said of many of 
the country’s big bankers. 

When the project contemplating the or- 
ganization of the Bankers Trust Company 
was conceived, Mr. WiccIn was selected 
as one of the organizers. He was 35 at 
that time, and had been in New York only 
a comparatively short time. But his abil- 
ity had made its impression, as selection 
to be one of the organization group of the 
Bankers Trust proved. 

During the early years of' his banking 
activity in New York, he was a director 
and an executive committee member of 


several banks. In this capacity he was 
referred to in banking circles as a “man 
with a million friends.” It was the Clay- 
ton Act that caused him to surrender his 
many banking directorships. 

Anent Mr. WiucGIN’s war service, the 
Associated Press has this to say: 

“Mr. Wiggin, as Chairman of the Clear- 
ing House Committee at the outbreak of 
the war in 1914, was asked, contrary to 
custom, to remain in office for another 
year. It was under his leadership that the 
sum of $100,000,000 was raised in 1914 
for the protection of New York City’s 
debt maturing in London at that time. In 
1914 also he was Chairman of the Gold 
Fund Committee which successfully ad- 
justed the problem confronting American 
business through the demoralization of the 
foreign exchange market. 

“When the cotton industry was threat- 
ened with ruin at the beginning of the 
war Mr. WIGGIN was one of two New 
York members of a committee in charge 
of the nation-wide cotton loan which pre- 
vented the collapse of that vital American 
industry. He also served on the Central 
Liberty Loan Committee. In addition to his 
public and private duties pertaining to 
banking, Mr. WiccIN accepted the call of 
United States Fuel Administrator Gar- 
field to become fuel administrator of New 
York State during the trying winter of 
1917-1918, when an influenza epidemic was 
sweeping the State and other sections of 
the country.” 

There is a belief among the uninitiated 
that the life of a bank president or chair- 
man is something of a sinecure. Try and 
obtain an opportunity to sit down in one 
of the easy chairs in Mr. Wuccrn’s office 
for a chat and discover how different must 
be his place than uninformed imagination 
pictures it. I personally have had experi- 
ence of that sort, and I know. 

Mr. WIGcGIN is an active director in about 
forty industrial, financial, and public util- 
ity corporations, among them being such 
well-known companies as Westinghouse 
Electric, the Philadelphia Company, Amet- 
ican Locomotive, Montana Power, Inter- 
national Paper, and American Sugar Re- 
fining. 

To be identified with the modernizing 

(Please turn to page 506) 
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Hartman Corp. Reports for 1925. 


@ What is the reason for the present level of the securities of the company? 


@ The company has been busily engaged in a transformation from mail 
order to a department store business; 


@ The company had formerly three stores in Chicago and at present there 
are seventeen in the chain with more to be added; 


€ What is the outlook for the current year? 


down? In 1924 it sold at 4434. In 

1925 it sold as low as 2534. Now the 
price is below thirty dollars. By digging 
back into the past history of Hartman, we 
can find out why the stock broke. Then we 
can attempt to look forward and estimate 
what the future has in store for the stock. 


The twenty-point decline may be attrib- 
uted directly to falling earnings and in- 
directly to lower dividends. Hartman’s 
business was normal in 1920, 1922 and 
1923. During those years the company 
netted from 10 to 13 per cent on its sales 
and earnings came to about $1,800,000, or 
approximately $4.50 a share on the 393,- 
615 shares of no par stock outstanding at 
present. With the exception of 447,125 in 
purchase money mortgages outstanding, 
the stock represents the only capital obli- 
gation of the company. 


In 1922 Hartman had 120,000 shares of 
$100 par stock outstanding. Late in 1923 
the par value was changed from $100 to 
no par. At that time two shares of new 
stock were given for each old share and 
still another share was sold to stockhold- 
ers at $37.50. That made three new shares 
for each old one. At about that time 
33,615 shares of stock were issued to ac- 
quire the American Furniture Company, 
thus accounting for the full 393,615 shares 
which are now outstanding. 


[ Hartman stock likely to go up or 


Break in Prices 


Coming back to the question of why the 
stock broke, we have found that business 
was normal up to 1924. It was in 1924 
that the market began to slip and it was 
in 1924 that earnings made their dip, re- 
sulting in the cutting of the dividend early 
in 1925. In fact, only $2.96 a share was 
earned in 1924, as compared with normal 
earnings of $4.51 in the previous year. 
Yet sales were higher. Evidently then 
there was an increase in expenses, due to 
some unusual reason in 1924. 


The company had decided to abandon 
its mail order department and specialize 
on the department store end of the busi- 
ness. It started that transition in 1924. 
Even so, 35 per cent of its business was 
due to the mail order department. Now 
It was expensive to shift from one type 
of business to another, It costs money to 
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replace mail order with department store 
sales. It takes time to get stores operating 
profitably and efficiently. Formerly Hart- 
man had three stores in Chicago. Now it 
has eleven in Chicago. It also has two in 
Milwaukee and one each in Denver, Min- 
neapolis, Omaha and St. Joseph, Missouri. 
In all there are now seventeen stores and 
more are to be added. 


Hartman actually increased sales in 
1924, even though it started to eliminate 
its mail order business. Furthermore that 
increase, amounting to about 9 per cent, 
was on top of a 24 per cent increase in 
1923, which in turn was pyramided on the 
1922 sales, which were 25 per cent more 
than sales in 1921. In other words, sales 
had increased steadily for three years. 


The 1925 annual statement has just been 
made public. Earnings were $3 a share. 
Since the dividend was cut from #4 to 
$2.50 early in 1925, it was covered by a 
fair margin. 


Satisfactory Showing 


It has been reported that the 1925 re- 
tail sales were $15,428,058, a drop of #,- 
500,000 from 1924. This sales showing 
can be regarded as satisfactory when it 
is realized that the company eliminated its 
mail order sales in 1925. Those are now 
over. In other words, it was necessary to 
replace gross sales which were automatic- 
ally eliminated, with the mail order busi- 
ness.‘ The 1925 statement then, indicates 
that the company has built up-its depart- 
ment store sales almost as fast as it has 
lost mail order sales. That really is bet- 
ter than could be expected under the cir- 
cumstances, and inspires confidence in the 
future of the company. 


What is the outlook for 1926? We can’t 
tell at this time. There are too many gen- 
eral factors which enter into the future. 
We do know though, that Hartman has 
just passed through a difficult reconstruc- 
tion period and during that period the 
company was able to increase its depart- 
ment store sales. The increase in depart- 
ment store sales in 1925 was more than 
offset by the elimination of the mail order 
sales, so that gross sales remained un- 
changed. If in 1926 the department store 
sales are increased, there will be no de- 


cline in mail order business to offset it. 
In other words, Hartman is likely to in- 
crease its gross sales materially in 1926. 


Another factor to be considered in 1926, 
is that the unusual expense caused by the 
changing over to the department store bus- 
iness, will be to a great extent eliminated. 
If the company should make a normal 
profit on its present volume of sales, earn- 
ings would be about $5 per share on the 
stock. If sales should increase to any 
appreciable extent, earnings might be even 
larger. At any rate, assuming normal 
conditions, a $5 estimate is not over-op- 
timistic at this time. 


Adequate Reserves 


The balance sheet shows net mail order 
accounts receivable $4,631,457.89, arrived 
at by deducting from the gross mail order 
accounts receivable of $5,579,250.31, a re- 
serve of $947,792.42. In addition to this 
reserve, which was considered adequate in 
a going business, the directors have appro- 
priated $2,250,000.00 from surplus as a 
special surplus reserve to cover all amounts 
required incident to the complete liquida- 
tion of the mail order accounts receivable, 
inventories, etc. The liquidation charges 
cannot be exactly determined in advance, 
but the board of directors believe that the 
combined ordinary reserves and special 
reserve are in excess of the charges which 
will be made against said reserves. The 
balance sheet reflects a healthy financial 
condition, with current assets more than 
three times current liabilities. The actual 
value of real estate and buildings owned 
in fee by the company as shown by recent 
appraisals is more than $750,000.00 in ex- 
cess of the $1,566,657, at which such items 
are carried on the balance sheet. 


Assuming that the stock should earn $5 
a share, what would it be worth? Hart- 
man started into business in 1916. Even 
during the depression of 1921, the company 
showed an operating profit. Its business 
has been growing more or less steadily. 
Or at least it had been until it was in- 
terrupted by the change due to the elimi- 
nation of the mail otder business. In 
short, the business of Hartman is fairly 
stable. It is in a field which is a neces- 
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These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 
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Allis Chalmers— 
Rating “A” 

Allis Chalmers reports net of $8.78 a 
share in 1925, compared with $8.01 a share 
in 1924. The company is in remarkably 
strong financial condition and surplus earn- 
ings of recent years have largely been in- 


vested in marketable securities. 
! 
i 


American Linseed— 
Rating “B” 

Apparently declining commodity prices 
quite adversely affected earnings of Amer- 
ican Linseed during the second half of 
1925, as the company was able to report 
but $1.75 a share earned on the common 
stock, compared with 41 cents a share in 
1924. The company has declared four 
quarterly dividends of $1.75 each on the 
preferred, the last of which will be paid 
March 18, 1927. The company is in very 
strong financial condition with current as- 
sets 8 times current liabilities. 


Barnsdall— 
Rating “B” 

Preliminary estimates of Barnsdall’s 
earnings indicates that $1.38 a share was 
earned on the common stock in the first 
quarter of 1926. 


Cuba Cane— 
Rating “D” 

All the sugar stocks were subjected to 
marked pressure during the past week as 
an adverse situation in Cuba developed. 
As a matter of fact anything which would 
curtail sugar production in the long run 
should prove quite helpful to the industry 
in righting its statistical position. 


Eastman Kodak— 
Rating “A” 

Eastman Kodak reports $8.84 a share 
earned in 1925, compared with $8.25 in 
1924. The company has remarkably sta- 
bilized earning record and is in such strong 
financial condition that practically all of 
the earnings can be paid out as dividends. 
Holdings of cash, call loans and govern- 
ment obligations are more, than $38,000,000 
at the end of 1925. 


Jewel Tea— 
Rating “B” 
Jewel Tea declared another extra divi- 
dend on the preferred of $2.25 on account 


500 


of accumulation and regular quarterly 
dividend of $1.75 payable July 1 to stock 
of record June 17. 


Loew’s— 
Rating “A” 

Preliminary estimates on Loew’s indi- 
cate that this company will show a profit 
of $3,650,000 in the half year ended March 
15, compared with $2,945,000 in the same 
period last year. This, of course, is the 
best earning season for the company, but 
based on net earned in six months ended 
August 31, 1925, indicated earnings for 








Rating Changes 
Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


American Chain com. ............ CtoB 





Publication Date of 
Guenther’s Appraisals 


The Monthly Appraisals are 
now published one week later than 
heretofore in order to be able to 
include important information 
that does not come out until 
around the first of the month. 


Subscribers, therefore, should 
not expect their Appraisals be- 
fore the 10th of the month in the 
eastern part of the United States. 
More distant points require a few 
days extra. 
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the common stock are running at a rate 
of about $5 a share yearly. The company 
announced some new financing during the 
past week. Earnings have shown progres- 
sive increases since 1921 and Loew’s has 
achieved a net earning power which makes 
it an important rival of Famous Players. 
! 
Macy— 
Rating “B” 

Macy increased its profits on sales from 
5.9 per cent in 1924 to 7.2 per cent in 
1925, the biggest gain reported by any of 
the larger department store units. Gim- 
bel’s decreased from 5.9 per cent to 4.3 per 
cent, and National Department Stores made 
an even less satisfactory showing. Macy 
stands first in turn over with a rate of 
8.3, compared with 5.6 for Gimbel’s. 


Pacific Gas— 


Manhattan Modified— 
Rating “B” 

Manhattan Modified Guaranteed stock 
gained sharply during the past week in 
line with other of the New York traction 
stocks. 


National Biscuit— 
Rating “A” 

National Biscuit reports $1.27 a share 
earned on its common stock in the first 
quarter of 1926, compared with $1.19 in 
the same quarter of 1925. The stock has 
been placed on a regular $4 annual divi- 
dend basis. 


New York Air Brake— 
Rating “B” 

Stockholders of New York Air Brake 
have approved the plan for calling in the 
Class A stock and issuing additional com- 
mon stock. The A stock is redeemable at 


$60. 


Rating “A” 

Pacific Gas reports $9.52 a share on its 
increased common stock in 1925, compared 
with $8.83 a share in 1924. 


Pan Handle— 
Rating “D” 

Pan Handle Producing reports a deficit 
of $189,600 in 1925 after allowing for de- 
preciation and depletion, compared with a 
similar deficit of $377,000 in 1924. 


Postum Cereal— 
Rating “B” 

Postum Cereal reports $2.26 a share 
earned in the first quarter of 1926, com- 
pared with $2.02 a share in the same 
quarter of 1925. The stock is now getting 
in better line with its indicated earnings. 


S. O. of California— 
Rating “A” 

In its annual report for 1925 Standard 
Oil of California reveals that it held 414,- 
000 shares of Pacific Oil at an average cost 
of $37.58 a share. Based on recent market 
prices it is estimated that the company 
made nearly 150 per cent on this invest- 
ment since 1920. Standard Oil has an ex- 
ceptionally heavy inventory and would be 
one of the great beneficiaries of any ad- 
vance in crude oil prices. 


Submarine— | 
Rating “D” 


It is reported that Submarine is operat- 
ing on a more satisfactory profit margin 
(Please turn to page 519) 
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HE week has brought further 

proof of fundamental strength 

in the bond market and of the 
fact that we are entering an investment 
market. To be sure there are still weak 
points due to uncertainty over the posi- 
tion of individual issues which are quick 
to reflect earnings fluctuations. But 
even the further slump in stocks failed 
to check the upward swing of the bond 
average. Even the friendless foreigns 
showed a semblance of strength. 


One point that stands out is the in- 
creasing divergence of trend between 
long-term and short-term issues. As op- 
posed to the sharp advance registered 
by the more distant maturities, there is 
a noticeable lack of demand for short- 
terms. Mere stability of principal is no 
longer a dominant factor except as a 
temporary medium for funds withdrawn 
from stocks. 

What weak spots have appeared in the 
market clearly indicate the future trend 
of issues that are subject to the influ- 
ence of fluctuating earnings. It has been 
pointed out before in this column that 
the next few months will afford an ex- 
cellent opportunity to revise present 
holdings and to reconstruct bond lists 
along lines that will permit taking full 
advantage of the broad advance that is 
to come. We made mention of the fact 
last week that those issues selected to 
be carried should be sufficiently pro- 
tected by equities to escape any severe 
reaction caused by a restriction of earn- 
ings. The natural corollary is that 
those bonds which enjoy only a thin 
margin of protection in earnings, or 
those that are submerged beneath a 
heavy blanket of prior liens should be 
disposed of. 

It will be argued that, in such a com- 
prehensive and inclusive advance as may 
be confidently expected in the bond mar- 
ket, the weaker and more speculative 
issues are apt to show the greater per- 
centage appreciation. This would be a 
logical assumption if it were not for the 
fact that the identical factors working 
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By THE BOND EDITOR 


to produce the upward trend of sound 
investment issues, will also be the neme- 
sis of poorly protected bonds. Most 
important of these factors is the indi- 
cated long range decline of commodity 
‘prices and the price of money. Therein 
lies the fundamental reason for higher 
bond prices, but it likewise holds prom- 
ise of a proportionate paring down of 
industrial profit margins. Because pro- 
ductive capacity is still well in advance 
of consumptive demand, the situation 
places some marginal producers in dan- 
ger of ultimate extinction. The capital 
obligations of such companies, instead 
of offering speculative possibilities, may 
harbor hidden pitfalls for the unwary. 
For similar reasons the marginal securi- 
ties of heavily capitalized corporations 
are of distinctly questionable value 
when viewed from the standpoint of 
their prospects for appreciation, 
Expanding Rail Earnings 

Just as last week we set convertible 
railroad bonds apart from the general 
class there is ground here to segregate 
speculative bonds of the carriers from 
their industrial counterparts described 
above. The reasoning is much the same 
as before. The era of declining com- 
modity prices, this time unaccompanied 
by any severe curtailment of industrial 
volume, will tend to expand rather than 
restrict railroad earnings. Furthermore, 
progress in consolidation will undoubt- 
edly remove many roads from their 
“marginal” position, so that their capi- 
tal obligations will reflect the greater 
security of the stronger units into which 
they are merged. 

There is clear proof of the relative 
improvement in the investment position 
of railroad securities as compared with 
the stocks and bonds of industrial com- 
panies when earnings of the past year are 
examined. In one of the greatest years 
in history, in point of general industrial ac- 
tivity, we find a steady decline in prices 
that is only partly compensated by the 
economies of larger volume. Profit mar- 
gins in manufacturing fields show a 
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marked shrinkage all along the line. The 
return on total investment for most 
leading industrial concerns was distinctly 
lower than the average in pre-war years. 

For instance, in the case of U. S. 
Steel Corp., net income for the year 
just ended was equivalent to a return 
of approximately 5.38 on the company’s 
property account, a decline of around 
50 per cent since 1913. An analysis of 
the income account shows that the com- 
pany is making an insignificant return 
on the earnings ploughed back into the 
business during recent years. 

Now let us look into the record of the 
railroads. Much has been made of the 
“limitation” of earnings for the rail- 
roads to a maximum of 6 per cent on 
the property valuation. It has been 
used as an argument to establish the 
greater attractiveness of industrial se- 
curities, the point being that income on 
the latter is not restricted by govern- 
ment regulation. But what is the case? 
Coming down to the year 1925, a year 
of record volume in all lines, we find that 
a typical group of railroads shows a net 
return of 5.63 per cent on tentative 
property valuation, as compared with 
5.38 per cent for U. S. Steel. 

The main factor in the industrial situa- 
tion is increasingly active competition. 
For the time being that is one of the car- 
riers’ lesser problems. Their rates are 
fixed, and earnings depend mainly on 
efficient operation and volume. Their 
record of recent years in this regard is 
such as to assure further improvement, 
with the result that, even assuming 
some cut in the volume of traffic, it is 
not likely that earnings will show a 
proportionate decline because mainten- 
ance expenditures can be sharply cur- 
tailed. 

So, there is a distinctly brighter out- 
look for speculative railroad bonds than 
for equivalent industrials. Possibly the 
near future may bring some weakness, 
due to the influence of a possible trade 
reaction. But in the end the promised 
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A member suggests the addition of the book 

Book value of stocks to our Independent Appraisals 

Value of Listed Stocks which members receive 

monthly as a distinct improvement of this 

service. While this suggestion is much appreciated for cer- 

tain reasons it is thought inadvisable to adopt. Several 

times we have given serious consideration to this feature, 
and in each instance have laid it aside. 

There is no standardized method adopted by corporations 
of arriving at what can be rated as conservative intrinsic 
worth. Auditors determine book values by deducting from 
the appraised value of assets all the liabilities—then divide 
the residue by the outstanding number of shares. What is 
left is the so-called book value. ‘This is not always the 
actual book value. ‘There is too much latitude allowed for 
self appraisement which would be considered excessive to 
some purchaser of a property. Real value is what a share 
of stock would produce to the shareholder if the property 
were sold en bloc. ‘Too often in foreclosure sales have book 
values melted away like snow under a hot sun for us to 
consider them as a reliable index of intrinsic worth and it 
is for this reason we have not made them a part of the 
Appraisals. Investors are too prone to accept them as a 
guide in their selections. 

_If book values represented the real values of stocks the 
stock market would give more favorable consideration to 
them. This it does not do for in the majority of instances it 
quotes prices under the estimated book values and vice versa 
over them. Since stocks represent more or less partnership 
capital and interest in a business members will put them- 
selves in a safer position when purchasing such securities to 
use the more reliable yardstick of current and prospective 


earning power in its relationship to market price. 
++ 68 


A well-coalesced minority has again demon- 

Fighting strated in the case of the Chesapeake & Ohio 

Minority’s what it can accomplish under a_ militant 

Power leadership. When the Nickel Plate merger 
was first proposed the terms of exchange 
offered to the stockholders of the Chesapeake & Ohio were 
considered too low and unreasonable based upon the prop- 
erty’s proven earning power. George Cole Scott and John 
Stewart Brown, both Richmond, Va., stockholders, strongly 
feeling that their securities were worth more, for they were 
thoroughly familiar with the past performances and future 
prospects of the Chesepeake & Ohio, than what the Van 
Sweringen’s proposed appealed to their fellow stockholders 
to organize a protective committee—and the response was 
satisfactory. 

This committee fought for its rights with bulldog per- 
tinacity step by step until the Nickel Plate merger came up 
for final decision before the Interstate Commerce Commis- 
sion. That decision is now financial history, but the significant 
feature in it, of exceeding interest to the members of this 
Association, is that it upheld the contentions of this fight- 
ing body of minority stockholders of the Chesepeake & Ohio. 
Its success is conclusive evidence that the voice of a well- 
organized minority can force itself to be heard when it is 
raised in a legitimate cause. 

The announcement is now made that these two leaders 
of this victorious minority have been added as directors 
to Chesepeake & Ohio, which means they will be consulted 
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in the next step taken to effect the Nickel Plate merger, which 
has not been abandoned. If the terms still are unsatisfactory 
they still remain free to continue their fight for the minority 
stockholders. It is in this field the Association hopes to be of 
the greatest service to its stockholder members. 
2 @ 
A member stockholder of the Delaware & 
Hudson’s Hudson while expressing himself as emi- 
Coal nently satisfied that its destiny is under the 
Holdings able direction of President Loree inquires 
why the management has never imparted to 
the shareholders an estimate of the value of its coal properties 
owned and operated by a subsidiary, the Hudson Coal Co. 
There may be good and sufficient reasons why such informa- 
tion has been withheld. One of them may readily be that if 
a substantial valuation was placed on the property it might 
develop a speculative fever for the stock which would carry 
it to an abnormal level, a situation that is always distasteful 
to a conservative management, and is beyond its power to 
control. 

On the other hand the stockholders can contend with 
logic on their side that if they were kept more fully informed, 
about the value of the collateral assets of their companies, 
they would be better protected against unconfirmed rumors or 
gossip. There is no reason why stockholders cannot properly 
ask this question at the next annual -meeting of the Dela- 
ware & Hudson, ask it in no spirit of criticism, but as a 
point of information, and then consider the answer, whatever 
it is, purely from the standpoint of the best interest of 
their corporation. 

If a sufficient number of member stockholders of the Dela- 
ware & Hudson wish to secure enlightenment on the interest- 
ing point raised by the member who brings it to our atten- 
tion, the Association extends its service if they will issue their 
proxies to Louis Guenther, its president. 

‘2s 2 «6 
On the face of the annual report Allied 


Secret Chemical is affluent in earning power and 
Allied flush in cash and liquid resources. How- 
Chemical ever, all this prosperity has not, so far, been 


of much benefit to the stockholders, except 
in increase in market value—and this is by no means a 
satisfactory measurement of the stock’s real worth. 

Last year Allied Chemical earned $8.18 a share—that is 
its share in the profits of its various subsidiaries on its own 
stock approximated this sum. Yet, Allied Chemical con- 
tinues to pay $4 a share dividend and its directors maintain 


a clam-like silence about their plans for the future. 


The company has no funded debt. It has more than $134,- 
000,000 in liquid assets, of which approximately $96,000,000 
represents cash, securities and investments. It carries on its 
books as a depreciation item the sum of $89,128,208, or more 
than one-half of what it values its fixed assets, consisting of 
real estate, plants and equipment. The company could re- 
tire its preferred stock and still have left about $50,000,000 
in quick assets. This would provide $2,749,943, now paid 
in preferred dividend for the common stock, or more than 
$1 a share additional. 

In view of this excellent financial condition it is somewhat 
mystifying why the patient stockholders of Allied Chemical 
are not rewarded in dividends consistent with what the an- 
nual report indicates it is capable of paying. 
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On the surface it would appear 


Cuban somewhat strange that the run on 
Bank the banks in Cuba were all con- 
Runs centrated on institutions financed 


by American and English capital 
but to those familiar with a certain condition 
brought about by the depression in the island’s 
sugar industry this circumstance is more or less 
clear. 


It so happens that the banks which have had 


‘centered upon them these runs have contributed 


largely to the financing of the sugar industry and 
have been compelled to take over plantations, or 
control them, to protect their loans. This action 
has been displeasing to the native press as well as 
to certain Cuban planters and for more than a year 
a quiet campaign has been going on to undermine 
confidence in these banks. . 


These bank runs apparently are the culmination 
of this sinister propaganda, which, instead of 
benefiting Cuba, would injure her financial stability, had 
they succeeded. Fortunately the President of Cuba, 
sensing the danger, used all his influence to quiet 
the fears of the people. In taking such prompt 
action he displayed the highest degree of ability as 
a statesman and leader. 


In seeking suggestions as to the 


Inside means of combating the evil of 
Syndicate bank directors taking securities 
Profits through their banks at less than 


syndicate retail prices because 
their institutions are a part of the syndicate, the 
Business Conduct Committee of the Investment 
Bankers Association is taking a commendable 


stand, a position which will at once elicit public 
approval. 


In taking advantage of such an opportunity this 
committee holds bank directors are violating syn- 
dicate agreements. To employ a bolder term, we 
should say the practice is unethical in more than 
one way. It not only provides the bank directors 
with the opportunity to buy new offerings at an 
inside price, but tempts them, without much risk 


to themselves, to unload on their investment clientele 
at a good profit. 


Were this known to the depositors of a bank it 
would tend to shatter their confidence in the in- 
tegrity of its officials. It is a bad business policy which 
™ be corrected if the investment bankers refuse to 
Invite into their syndicates banks whose directors en- 
Sage in such unethical practices. 





By THE OBSERVER 


In turning down the proposal of 
the Chesapeake & Ohio to issue 
bonds for new capital, the Inter- 
state Commerce Commission sug- 
gests that the road find more 
partnership capital through the sale of stock. 


Urges Rails 
to Sell 
Stock 


As a sound financial principle it is conceded that 
the capital structure of a railroad is much stronger 
when there is more partnership capital in it than 
borrowed money on which interest must be paid. 


Yet there are not more than a dozen railroads 
which could safely act on the Commission’s sug- 
gestions to finance their new capital requirements 
by sale of stock, for the market at present is not such 
as to assure the success of such offerings. 


In the case of Chesapeake & Ohio with its present 
market value at about 120, such financing could readily 
be accomplished. 


} 
A financial tragedy of surpassing 


Durant’s magnitude, of which little is 
Shrinking _ heard at present is the disappoint- 
Stock ing outcome of the Durant motor 


promotions. It involves more 
than 200,000 investors scattered all over the coun- 
try. Most of these investors were people of small 
means among whom Durant had capitalized his 
former connections with General Motors and by 
picturing himself, through an army of stock selling 
agents, as a financial wizard who could lead them 
into the promised land of big profits, sold stock in 
his enterprises from $30 up to as high as $70 a 
share. 


When this stock selling campaign was at its 
height THe FinancraL Wortp pointed out in an 
unbiased analysis the danger confronting investors 
hy placing too much confidence in the unsupported 
statements of possible profits made by Durant 
agents. At that time friends of Durant took us 
to task. Their faith was much greater than our 
own, for we felt that the magic of Durant’s name 
could not make a motor business profitable on the 
operating set up he had provided for it. 


Time has proven which was the more correct 
view. With Durant stock selling around $6 a share, 
it is evident that the 200,000 small investors who 
were induced to purchase it by high pressure stock 
selling methods face tremendous losses. Nor is it en- 
couraging to know that the sales of the Star car for 
the first quarter of the year were only 31,695. This 
was the car which was to put the Ford out of business. 
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Is Magma Earning Its Dividend? 


€ Publication of the company’s annual report was the occasion for bringing 
out many questions from investors as to the dividend position of the com- 


pany ; 


@ An analysis of the balance sheet reveals a favorable condition; 


@ Can the company be considered making satisfactory progress? 


€ What is the stockholder’s position at present? 


HE market reaction in Magma 

[ Copper following the release of the 

company’s annual report for 1925 
has brought many questions—What were 
the actual earnings, were the dividends 
covered, and will they be maintained? 

First let us compare the physical results 
of operations. Magma produced last year 
229,377 tons of ore that averaged 6.5 per 
cent copper, 3.43 ounces of silver and .031 
ounces of gold. Output in 1924 amounted 
to 222,307 tons of ore averaging 6.115 per 
cent copper, 2.797 ounces of silver and 
.0326 ounces of gold. Last year’s produc- 
tion was greater by 7,070 tons and av- 
eraged 7.7 pounds of copper and .633 
ounces of silver higher per ton and a trace 
of gold lower. This would give a higher 
average value of $1.50 a ton. 

Mill heads averaged 4.86 per cent copper 
last year as against 4.214 per cent in 1924. 
Average recovery in 1925 was 97.16 Ver 
cent compared with 95.8 per cent the 
previous year. 

Net metal production for 1925 was 27,- 
020,516 pounds of copper, 719,881 ounces 
of silver and 9,085 ounces of gold as 
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By E. E. ANDERSON 


against 23,301,511 pounds of copper, 533,- 
204 ounces of silver and 7,588 ounces of 
gold in 1924, 

From mine production and mill opera- 
ting standpoints Magma Copper certainly 
showed improvement last year. Now let 
us look to the financial side of the com- 
pany’s activities. 

Sales of metals in 1925 totaled $4,676,- 
498 as against $2,555,774 in 1924. Net 
gain for last year was $956,727 compared 
with $539,651 the previous twelve months. 
Three quarterly dividends of 75 cents each 
were paid in 1925 leaving an addition to 
surplus of $31,079. A full year’s dividend 
requirements on the 408,155 shares out- 
standing would be $1,224,465 and Magma’s 
net of $956,727 fell $267,738 short of meet- 
ing this figure. 

However it should be noted that there 
was a deduction of $419,422 from the com- 
pany’s 1925 income for interest on bonds 
and notes, stock underwriting expense and 
bond conversion expense. This was an 
extraordinary charge growing out of the 
simplifying of the company’s capital struc- 
ture by the conversion or payment of its 
bonds and the sale of additional stock. 
But for this item, net available for the 
stock would have amounted to $1,376,071 
or $3.40 a share as against the $956,727 or 
$2.34 a share shown. 


Favorable Situation 


An analysis of the balance sheet shows 
an even more favorable situation. Where- 
as at the end of 1924 Magma had a funded 
debt of $3,494,500 and 245,156 shares of 
stock outstanding, at the end of 1925 the 
entire ownership of the company was 
represented by 408,155 shares of stock. 
At the end of 1924 current assets amounted 
to $2,247,000 while current liabilities were 
$2,112,494 leaving net working capital of 
only $134,506. 

At the end of 1925 current assets totaled 
$3,137,358 while current liabilities were 
only $595,689, making net working capital 
$2,541,669. 

Magma stockholders have every reason 
to be satisfied with the progress of this 
company last year. Given 14% to 15-cent 
copper metal the company would be justi- 
fied in increasing production nearer to 
capacity of 48,000,000 pounds per year. 
Then the big profit prospects that the 


enterprise holds will prove up. Stock 
bought around $37 yields 8 per cent. | 
believe it will sell for double that figure 
under favorable copper trade conditions, 
but in the meantime the stockholder has 
every reasonable assurance of good in- 
come. 








Albert H. Wiggin 
(Concluded from page 498) 

















and upbuilding of an institution such as 
the Chase National is to be associated in a 
work that is an integral part of national 
banking history. The Chase derived its 
name from a source that is historical. It 
perpetuates the name of Salmon P. Chase, 
who as Secretary of the Treasury in ci'- 
macteric times in the development of the 
Republic, was author of our national bank 
act. 

Mechanics & Metals, which was consoli- 
dated with Chase this week, is an older 
financial institution, having been fourded 
in 1210. It was one of the first four banks 
to be established in New York City. 

The board of directors of the CoNsoLt- 
DATED CHASE NATIONAL is made up of 
men who stand out in our industrial life. 
The personnel suggests a broad scope of 
influence that must play a mighty part in 
the future industrial and commercial life 
of the country. 

One expects the head of a great bank to 
be a man of parts and one who is qualified 
to speak with some authority upon a variety 
of subjects. But one scarcely expects him 
to be a paragon. Mr. Wiccrn is not both- 
ered by a reluctant ego else he would not 
be known so widely among bankers, in the 
way that he is known. Ego of a proper 
degree is an essential part of personality. 
But he is interested primarily in banking 
and refuses to be sidetracked into nosing 
as a versatile contributor of interviews 
upon whatever subject the interviewer may 
wish to quote him. And his published 
statements on matters of interest in the 
financial and industrial world are few and 
far between to indicate a quality of retic- 
ence that perhaps is considered one of haw 
chief qualifications for the responsibilities 
that are his. 
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improvement of the whole railroad situa- 
tion should tend to improve their in- 
vestment position and carry them to 
higher levels along with the sounder 
issues. 


Below we have listed a group that 
may be expected to participate in this 
improvement. As _ indicated by their 
present high yield they represent some 
risk, and as stated above they may be 
subject to temporary weakness. There 
is no reason to reach for them but, if 
picked up at any concession in the next 
few months they should ultimately offer 
attractive possibilities. 


Chi. & East Illinois 5’s, 1951. 
Chi., R. I. & Pac. Refg. 4's, 1934. 


Denver & R. G. Western (new) Gen. 5’s, 
1955. 


Erie R. R. Gen. 5’s, 1996. 


Erie R. R. conv. “A,” “B” and “D” 4s, 
1953. 


M.-K.-T. Adj. Inc. 5’s, 1967. 

Mo. Pac. Gen. 4’s, 1975. 

New Haven (various issues). 

Rock Is., Ark. & La. Ist 4%4’s, 1934. 
St. Louis & San Fran. Adj. 6’s, 1955. 
St. Louis & San Fran. Inc. 6’s, 1960. 
Western Maryland lst 5’s, 1967. 


* * * 


Among the more important recent is- 
sues have been the following: 


Industrials 


$1,500,000—-ELectric Ferries, Inc., Ist 
mtge. 7 per cent gold bonds at par. 

Company is in process of organiza- 
tion to operate ferries between 23rd St., 
N. Y. City and the Erie R.R. terminals 
at Weehawken and Undercliff, N. J., 
primarily for the purpose of providing 
facilities for meeting the heavy demand 
for automobile transshipment It will op- 
erate in conjunction with the Erie R.R. 
and will have exclusive use of the pier 
space at the Jersey terminals. Bonds 
will be secured on six diesel-engined 
electric-drive steel ferry boats built by 
the Amer. Brown Boveri Corp., and now 
in course of construction. Proceeds of the 
sale of this issue together with preferred 
and common stock will be used to con- 
struct boats and slips, and to provide 
working capital. The issue is essentially 
speculative but estimated earnings are 
ample to meet interest and cover fixed 
sinking fund requirements of $100,000 a 
year with a wide margin. Speculative 
attraction is provided in the fact that 
each $1,000 bond is to be accompanied 
by a bonus of 4 voting trust certificates 
representing 4 shares of common stock. 
In addition to the fixed sinking fund it 
is provided that 20 per cent of the earn- 
ings applicable to the common stock be 
applied to retirement of this issue, and 
it is estimated that total sinking fund 
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3 Books of Real Merit 


The Real Estate 
Educator 


The New Edition con- 
tains Torren’s’ Sys- 
tem, ‘Federal Farm 
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market action. 

Included, is a proven meth- 
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secondary price movements of 
securities. 

A current bulletin, which 
incorporates this method, will 
accompany the booklet and 
is of practical value now in 
determining to what extent 
the prices of stocks will be 
affected by a looked for Spring 
Rise. 

All who fill in the coupon 
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Sugar Estates of Oriente, Inc. 
First Mortgage 7% Gold Bonds 
Due September 1, 


During the 1924-25 crop season the Company experienced 
the largest production in its history. 


Price to yield about 7.05% 
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FIFTY YEARS OF PROGRESS 
On the New York Stock Exchange 
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by means of pictures and statistics, the great progress of Stout 
the Exchange 
shall be pleased to forward a copy to those addressing us. 


Members New York Stock Exchange since 1876 
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payments will retire 

within eight years. 

$4,000,000—ConsoLipATED CEMENT Corp. 
Ist Mtge. s. f. 614 per cent gold bonds, 
1941, at 9814. 

Company was recently formed to ac- 
quire the business and assets of the Pen- 
insular Portland Cement Co., Fredonia 
Portland Cement Co., and Great Wes- 
tern Portland Cement Co. 
the merging companies 


508 


the 


entire issue 


Earnings of 
have shown 


steady improvement and evidence a wide 
coverage for interest anu sinking fund 
requirements. Indenture provides fixed 
sinking fund of $75,000 per year or 20 
per cent of net income after all charges 
and preferred dividends if in excess of 
$75,000, and it is estimated that the issue 
will be retired by maturity. Property 
account is valued at only 50 per cent 
more than mortgage bond issue, so that 
the bonds can only be termed medium 
grade. 





$3,000,000—M arQueTte CEMENT Mre. Co., 
Ist Mtge. 6 per cent serial gold bonds, 
1926-1945 to yield from 5 per cent to 
6 per cent. 

Company has long and successful rec. 
ord and average earnings over the past 
five years have been sufficient to cover 
interest and annual maturities of $150,- 
000 with a satisfactory margin. Bonds 
are issued to reimburse company for 
plant improvements and additions and 


' are secured by first mortgage on all 


properties of the company valued at 
nearly $11,000,000. Equity and earnings 
seem satisfactory but possibilities of ap- 
preciation are limited by fact that issue 
is callable at any time on thirty days 
notice at 102. 
$6,500,000—Saxs REALty Corp., leasehold 
mortgage 6 per cent serial gold bonds, 
1927-1946, to yield from 5.30 per cent 
to 6.05 per cent. 

Company is a wholly-owned subsid- 
iary of Gimbel Bros., Inc. Issue is se- 
cured on the land and leasehold rights 
on the premises occupied by the Saks- 
Fifth Avenue Store which is valued by 
appraisal at $10,000,000. The property 
is leased to Gimbel Bros., Inc., for a 
period extending beyond the life of the 
issue, at an annual rental sufficient to 
cover all charges, and interest and ma- 
turity requirements. The issue appears 
to represent a preferred type of real es- 
tate mortgage but is not particularly at- 
tractive at the offering price. 


Public Utilities 

$65,000,000—AssocraTep  ELEcrric 

convertible 5%4s, 1946. 

Company was recently organized by 
the Associated Gas & Electric Co. as a 
holding company owning various groups 
of properties controlled by the parent 
company. The purpose of the issue is to 
provide funds for redeeming some 38 
outstanding high coupon mortgage and 
other issues of the controlled properties. 
The bonds are not secured by either 
mortgage or collateral, but are pro- 
tected by strong indenture restrictions 
usually applicable to a first refunding 
mortgage issue. It is probable that the 
company obtained more advantageous 
financing through this issue than could 
have been secured by means of sell- 
ing mortgage bonds on the individual 
properties. Even though lacking any di- 
rect pledged security the issue seems 
reasonably well protected, and as 4 
medium grade investment is attractive 
at the offering price. 
Railroads 

$6,900,000-—SourHERN Ramway 4% per 

cent equipment trust gold certificates 

series “AA,” due semi-annually, 1926- 

1941 to yield 4.75 on all maturities. 

Issued in part payment for new stand- 

ard railway equipment including 2,750 
freight cars; 20 Mikado type, 12 Pacific 
type, 12 switching, 10 consolidation 
type, and 7 Mallet locomotives; and 50 
passenger, baggage, and postal cars. 


Co., 


Equipment will cost approximately $8,- 
622,000 of which $1,722,000 has been 
paid by the railway in cash. They com 
stitute a high grade investment. 
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lines connecting over 16,000 producing 
wells in the Mid-Continent and Rocky 
Mountain fields with the refineries of the 
Standard Oil Company of Indiana at 
Whiting, Indiana. Because of the strategic 
location of this system of lines this com- 
pany’s traffic and earnings should hold up 
well. 


The Illinois Pipe Line Company, be- 
cause of the extension of its facilities into 
the Rocky Mountain field, has an im- 
proved outlook, and its additional traffic 
from this source should offset the loss of 
business in the east. 


With the exception of Illinois, Prairie 
and some of the subsidiaries of complete 
corporations, such as Humble, Sinclair, 
Texas, Gulf and others, the long pull 
speculative appeal of pipe line stocks lies 
in the probable amount of liquidating divi- 
dends, and it is on this basis, rather than 
on present earnings, that they should be 
considered. A study of the table accom- 
panying this article will show the relative 
liquidating values of the various issues. 


Different Situation 


The National Transit Company presents 
a situation which differs somewhat from 
that of the other eastern companies. This 
concern owns the National Pump & Ma- 
chinery Company and derives a portion 
of its income from the operations of this 
subsidiary. The actual value of the latter 
company to the parent organization can- 
not be definitely stated as National Pump 
& Machinery makes public no balance sheet 
or income account. Aside from this source 
of revenue and that provided by actual 
pumping operations, National Transit ob- 
tains a large part of its income from its 
investment account, which totals about six 
million dollars and is comprised largely 
of government and other bonds. The com- 
pany owns a system of gathering lines in 
Pennsylvania, but despite its income from 
sources other than actual operations its 
carnings have steadily declined. The com- 
pany is, however, in good financial condi- 
tion, and it is improbable that its stock 
will see much lower levels in the near 
future, 

Cumberland’s earnings have fluctuated 
during the past few years although its 
traffic has been holding up fairly well. 
This company operates in Kentucky, and 
ray the competition which it encounters 
rom the “bootleg” petroleum (the name 
applied to California, Mexico and South 
merican production) it is not likely that 
will liquidate within the near future. 
y a its present dividend is earned by 
te margin it is probable that the rate 

in force will be continued. The 
‘ompany is in a good financial condition. 
— Pipe Line serves the Ohio field 
connects the Northern Pipe Line 

upany with the Oklahoma, Kansas and 
aa fields. Shipments have held up 
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well, although dividend payments have 
been gradually reduced. Profits have 
fluctuated rather widely but their broad 
trend has been downward. 

Shipments over the Eureka system have 
steadily declined and for 1925 the com- 
pany reported a rather heavy deficit. The 
company’s gathering lines in Kentucky and 
West Virginia connect with the Southern 
Pipe Line to Philadelphia. The stock 
which is currently quoted at about 56, has 
an attractive liquidating value with total 
assets of $161 per share. 

Southern, which extends from the Phil- 
adelphia refineries to a connection with 
Eureka and another with the National 
Transit Company, handled only ten per 


cent of its capacity during the past year. 
The company is planning to reduce the par 
value of its shares from $100 to $50, pay- 
ing out a $40 cash dividend and later an 
additional liquidating dividend of $10. In - 
view of declining earnings and lack of 
favorable future outlook the stock does 
not appear attractive at present levels, de- 
spite the probability of a capital distribu- 
tion. 

A system of gathering lines in North- 
ern New York State is operated by the 
New York Transit Company. These lines 
connect with a trunk line to the Standard 
Oil Company of New York refineries near 
New York City. Shipments have declined 
recently, and the payment of an $80 divi- 
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dend from surplus in 1922 precludes the 


possibility of an additional capital distri- . 


bution in the near future, although liquid 
assets per share amount to more than the 
stock’s current market quotation. 


The Southwest Pennsylvania Pipe Line 
Company operates in Pennsylvania. Ship- 
ments have fallen off to such an extent that 
it now derives about half of its income 
from its investment account. It is prob- 
able that traffic will consist of even less 
volume in the future. 

Across Pennsylvania extends the North- 
ern Pipe Line, connecting the lines of the 
National Transit with those of New York 
Transit Company. Shipments have stead- 
ily declined and dividends have been re- 
duced to more nearly correspond with 
earnings. The future outlook for operat- 
ing earnings is not encouraging although 
a substantial income is derived from the 
investment account. 


About eighty per cent of the oil pur- 
chased in the Illinois field is transported 
by the Illinois Pipe Line Company’s sys- 
tem of gathering lines. The company also 
has a trunk line extending about a thou- 
sand miles from the Mississippi River to 
Pennsylvania. This trunk connects with 
Prairie on the west and the line of the 
Standard Oil Company of New Jersey 
on the east. The company has extended 
its operations into the Rocky Mountain 
field, and this new system should prove a 
factor in the future stability of earnings. 
Over the past eight years shipments have 
held up well and earnings continue satis- 
factory. The outlook for this company is 
favorable. 


Indiana Pipe Line is still showing good 


earnings although shipments have fallen — 


off and dividend payments have been sub- 
stantially reduced. The company operates 
gathering lines in the Indiana-Ohio field 
and trunk lines from this territory to 
Canada and to the eastern refineries. 


Broadly speaking, Prairie’s profits have 
been upward, and because of operations 
in the Mid-Continent and Rocky Mountain 
fields, they will probably continue so. This 
stock has a good outlook for the future 
on account of the advantageous position 
of the company’s system. 





4) 
VU 


American Chain Earnings 


Statement of earnings for 1925 of the 
American Chain Company, Inc., shows con- 
solidated net income of $2,401,376, after 
depreciation, amortization, interest, and 
Federal taxes, equal to $4 a share earned 
on the combined 350,000 $25 par 8 per 
cent, Class A stock, and 250,000 no par 
common shares. In 1924 the profit was 


$1,753,765, or $2.92 a share on the combined 
stocks. 


Operating profit was $4,270,100 against 
$3,384,777. in 1924. Depreciation and 
amortization were $1,118,587; interest was 
$353,722, and Federal taxes were $396,415. 
After payment of $700,000 Class A divi- 
dends and $500,000 common stock divi- 
dends, surplus was $1,201,376 against 
$553,765 in 1924. 
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asked to increase the authorized issue of 
preferred stocks.” 

The company has announced its inten- 
tions of discontinuing the sale of 7 per 
cent stock and in its place 6 per cent pre- 
ferred stock would be offered. 


In line with this policy the company 
completed arrangements in the latter part 
of 1925 for the acquisition of the St. Paul 
Gas Light Company which supplies all the 
gas service and approximately 7 per cent 
of the electric light and power to the city 
of St. Paul. Of more recent date one of 
the subsidiaries, the Northern States Power 
Company of Wisconsin, purchased from 
the Chippewa Power Company the Jim 
Falls Hydro-electric plant of 14,400 kilo- 
watts capacity on the Chippewa River in 
Wisconsin. The plant has been operated 
under lease by the Northern States Power 
since 1923, and was an important unit in 
the inter-connected power system. 


The transition from steam to electric 
power in many industrial enterprises is 
given favorable reflection in the company’s 
new business for 1925 when a total of 
42819 horsepower was contracted for, of 
which 12,000 horsepower displaced steam 
plants of long standing. With a general 
trend toward smaller profit margins and 
greater production among manufacturers 
the effects upon such companies as this one 
should find a multiplying return translated 
into earnings from the extended use of 
energy for light and power. 

The capitalization of the company is 
made up of class A and B common stocks 
in addition to the preferred. The com- 
mon A stock has preference over the com- 
mon B as to assets to the extent of par, 
then common B receives $10 a share, then 
both classes share ratably in remaining 
assets. After the payment of preferred 
dividends both classes of common share in 
dividends without preference in the ratio of 
10 cents on each class B share for each 
dollar paid on the A stock. The regular 
7 per cent rate has been paid on the pre- 
ferred stock since 1910. The common A 
stock received. 3 per cent in 1916; 7 per 
cent in 1917; 134 per cent in 1918 and 
from 1919 to 1921 there were no payments 
made on this issue. In 1922, 10 per cent 
was paid and from 1923 to the present time 
the stock has received 8 per cent. The A 
stock is currently quoted at $100 a share 
and is yielding 8 per cent. An initial divi- 


apes, 


dend of 20 cents a share was paid on the 
common B stock in February, 1925. The 
B stock is practically all owned by Stand- 
ard Gas & Electric Company, the con- 
trolling company. The income account of 
the company for 1925 including all prop- 
erties for the period operated only, com- 
pares with the previous year as shown in 
the tabulation below. 


Interest charges have been earned more 
than twice over for a period of years and 
the preferred dividends have been amply 
covered. The stability of the preferred is- 
sue is readily seen in the range of prices 
during the serious declines in the utility 
common stocks in recent months. The 
high for the year is 101% and the low 
99oY. 

A large part of the territory in which 
the company operates represents one of 
the greatest transportation centers of the 
country. The outlook for the northwest 
has been favorably commented upon many 
times in THE FINANCIAL WoRLD in recent 
issues and there is every reason to expect 
an increased demand for power in the 
company’s territory. The current reports 
issued by the company give every indica- 
tion of a favorable showing in the current 
year. 


The 7 per cent preferred stock is re- 
deemable at 110 and accrued dividends. 
With further issues of preferred to be 
made in 6 per cent stock the present pre- 
fered paying $7 has attractive possibilities 
for the long pull with an income of 7 
per cent at current levels. 
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ness is keen. As a matter of fact the 
president, or at least the vice-president, of 
the leading car builders is personally after 
every order he hears of and frequently 
quotes prices which are far from remu- 
nerative. Under these conditions the out- 
look for good profits is far from encour- 
aging. 

Enough has been said in recent issues of 
THE FINANCIAL Wortp to show how the 
railroads stand to benefit from this com- 
petitive industrial condition by obtaining 
their needs at lower prices while their 
freight rates remain high. Now for the 
individual comparison. 

American Car & Foundry ends its fiscal 
year this month and earnings for the whole 
year are not yet available. The company 








Comparative Income Account 


Year ended December 31— 
Gross earnings 





Net earnings .......... 





Interest charges 





Balance ... 





Preferred dividends 





Balance available for retirement reserves, com- 
mon dividends and surplus. ........ on 


~_—— 
a nnn 


1925 1924 
iaaien $21,441,445  $20,227,211.30 
sacl 10,768,950 9,417,316.06 
sedate 4,945,362 4,243,523.92 
ciao 5,823,588 5,173,792.14 
3,398,853 2,899,441.94 
2,424,535 2,274,350.20 
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ANOTHER PROFIT 
OPPORTUNITY 


Last Fall, we directed clients’ attention to the 
unusual profit opportunity created by the Virginia 
Carolina Chemical re-organization—unusual _be- 


cause of the satisfactory profits in prospect, with 
small risk. 


Those who took advantage of that opportunity 
have a profit of about 40% on the investment, in 
spite of the drastic stock market liquidation of the 
past six weeks. 


RIGHT NOW, another combination of con- 
ditions is giving us ANOTHER PROFIT OP- 
PORTUNITY of somewhat similar character. 


THIS OPPORTUNITY, with an outline of the 
profits to be anticipated, has been analyzed care- 
fully and presented to clients. Temporarily, a 
few copies of this analysis—reserved for FREE 
distribution—are available. 


Do not delay! Ask immediately for 
analysis FWA-17 


American Institute 
of Finance 


141 Milk Street Boston, Mass. 














Facts and Opinions 
Condensed 


Ten minutes a week, if you read 
The Bache Review, will keep you 
informed on the main subjects, 
important to your own business, 
which affect the commercial and 
financial situation. 


Readers of the Review are invited 
to avail themselves of our facili- 
ties for information and advice 
on stocks and bonds, and their 
inquiries will receive our careful 
attention, without obligation to 
the correspondent. In writing, 
please mention The Bache 
Review. 


Sent for three months, without charge 


J. S. BACHE & CO. 


Members New York Stock Exchange 
42 Broadway New York 
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Points on 
Trading 


and other valuable information for 
investors and traders, in our help- 
ful booklet. 


Copy free om request. 
Ask for Booklet K 








Accounts carried on conservative 
margin 


(HiSHOLM & (HAPMAN 


Members New Yerk Stock Exchange 


52 Broadway, New York 
Philadelphia Office, Widener Bldg. 














511 


























Preferred Stocks 


Carefully selected preferred stocks of public utility companies 
at present afford an unusually attractive opportunity for safe 
investment with an attractive return. 


We offer and recommend the following: 


Yield About 
Mississippi River Power Company 


6% Cumulative .............. wea 6.38% 


Virginia Electric & Power Company 


fe a Seren: ne. Se : 6.67% 
Columbus Electric & Power Company 

Pb EU cs ssceCacerpenreecssacceoenones aes 6.67% 
General Public Service Corporation 6.73 

7% Cumulative and Convertible... ee meee 7 % 


Circulars on Request 


STONE & WEBSTER 


INCORPORATED 
NEW YORK BOSTON CHICAGO 
120 Broadway 147 Milk Street First Nat’! Bank Bldg. 
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Associated Gas and Electric 
System 


Founded in 1852 


Group Strength 


“Consolidations and extensions of electric plants 
have continued throughout the past year. .. . 
such consolidations have invariably been followed 
by an improved character of service. . . .” 


(1925 Report New York Public Service Com., page 17.) 


Experience has demonstrated that the grouping 
of properties under a common management improves 
service and strengthens the financial structure. In 
1918 there were 6,542 separate electric generating 
plants in the United States; today there are only 
—_— 4.800, although the total output is more than 

ouble. 


Within the Associated System, the Harlem Valley 
group along the New York-Connecticut border is 
composed of what were formerly 12 separate local 
units serving all together 10,000 consumers. In Ken- 
tucky, Tennessee and Indiana 16 municipal plants 
serving about 10,000 customers were added to the 
Associated System. 


Group management provided by the Associated 
System makes possible many substantial improve- 
ments. In one locality 12 to 15 interruptions in 
service had been occurring per month; now there are 
practically none. Improved service is a source of 
—— to the company and to the community 
served. 











For information concerning facilities and securities of the 


Associated Gas and Electric Company 


Write to its subsidiary and ask for our booklet, 
“Interesting Facts.” 


Associated Gas and Electric Securities Company 


Incorporated 





61 Broadway New York 























earned $7.48 in 1922, $6.85 in 1923, $7.01 
in 1924, $6.77 in 1925, and $1.76 in the six 
months ended October, 1925, which can 
fairly be multiplied by two to give an estj- 
mate of $3.52 per share of common in 
the year ending April 30, 1926. 

Now then let us see what Baltimore & 
Ohio has done since 1920. In 1921 byt 
$2.66 was earned on the common and jin 
1922 but $1.33, as the property struggled 
from the government control period. In 
1923 net jumped to $13.21 per share, in 
1924 to $9.19 and in 1925 to $12.14. 


American Car & Foundry has paid out 
practically all its earnings as dividends in 
this period. Baltimore & Ohio has paid 
out $11.25 out of total net per share of 
common of $38.53. American Car & 
Foundry paid out $30 per share in the 
last five years and earned $31.63. Of 
course, if comparison of earnings of the 
last three years is made it becomes even 
more strikingly in favor of B. & O. Yet 
at this writing Baltimore & Ohio is around 
$86, paying $5 and earning it more than 
twice over, while American Car & Foun- 
dry is around $95, paying $6 and not earn- 
ing its dividend. That is the current 
earning situation. Now as to the all im- 
portant prospective earnings. Under exist- 
ing highly competitive conditions in the 
railroad car building business it is improb- 
able that a satisfactory profit margin can 
be extracted out of operations on a re- 
duced scale until some competition is elim- 
inated. While American doubtless would 
survive such an era of competition while 
the process is going on earnings are bound 
to be adversely affected. It is true, of 
course, that American is in strong finan- 
cial condition and has set aside a reserve 
of $6 dividends to cover three years’ pay- 
ments. This reserve will probably have 
to be drawn upon to cover some of the 
past year’s disbursements. 

On the basis of comparative true value 
it is obvious that Baltimore & Ohio is a 
much cheaper stock at $86 than American 
Car & Foundry is at $95. When the. 
further factor of a broad downward trend 
in commodity prices is taken into consid- 
eration with its favorable effect on rail- 
road profits and its adverse effect on most 
industrial profits it becomes increasingly 
clear that B. & O. is in a sounder funda- 
mental position than American Car & 
Foundry. While the latter has set aside 
$18 per share of common from war earn- 
ings B. & O. has added more than $27 
per share of common from post-war earn- 
ings. B. & O. can be expected to profit 
more in the post-war readjustment period 
than American Car & Foundry in that 
same era. B. & O. has already done so 
and every present probability points to the 
fact that it will continue to do so. What 
has been said on the favorable side of 
Baltimore & Ohio applies with equal force 
to many stocks of well-managed railroads. 
What has been said on the unfavorable 
side of American Car & Foundry applies 
with even greater force to less favorably 
situated companies operating in the rail- 
road car-building field. 


The Financial World 




















Sound Investment Rules 


(Continued from page 493) 
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those of corporations which come within 
the following barriers: corporations with 
a good balance between funded debt and 
partnership capital with current assets 
ranging from three to more times the cur- 
rent liabilities, manned by a conservative 
and progressive management, where the 
trend of earnings is towards betterment, 
and where the net earnings per share are 
about double the dividend being paid. 
These are all good factors of safety. 
When the yield of such stocks is greater 
than interest rates they come within the 
class investors can consider. 

Going a step further, it is well to bear 
in mind that even here there is a grada- 
tion, for stocks of companies which pub- 
ish their earnings and financial status 
more frequently should receive preference 
for such publicity keeps the investor fully 
informed about his investments. 


Watch Earnings Carefully: 

Not only is it essential for investors to 
watch carefully the trend of earnings of 
his individual stocks, but of the industry 
which they represent. It is the exception 
which does not rise or fall with the tide 
regulating the industry. A good plumb 
line to employ to determine whether the 
price of a dividend-paying stock is attrac- 
tive, is the ratio of net earnings to the 
market price. If this ratio is 10 per cent 
or more of what the stock is quoted, it 
can be considered attractive, provided all 
the other essential factors of security and 
favorable prospects are present—and 
further, if the income yield ranges over 6 
per cent on the capital invested. 

When a Stock Is Too High: 

In the majority of instances investors 
place themselves in the zone of danger by 
purchasing over-valued_ securities into 
which they are often lured through ex- 
cessive market activities, which in most 
instances are artificially stimulated for the 
purpose of unloading on the public. Sub- 
stantial proof of this danger was fur- 
nished by a list of forty-one stocks, a con- 
fidential list, sent to subscribers last Octo- 
ber, which I considered were over-valued 
on the basis of their income yield, and 
which since have sold on the average of 
$9 a share less in March than what they 
could have been sold when the list was 
compiled. Only when there is a definite 
assurance of a favorable development, 
such as a certain increase in dividend, or 
a disbursement of equal value, should a 
security be considered which appears over- 
valued, 

It is not an rs pivcse 
* oi tgarad : consider book values 

ple index. Real value of 
Common stocks is determined by earning 
Power, current and prospective. 


‘ Buying on Credit: 
Pe grect Many investors wish to employ 
r credit facilities when purchasing 
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sound securities. If this is the intention 
adopt the safest principle—never buy more 
than can be fully protected against un- 
forseen developments: borrow not more 
than 50 per cent of the purchase price, 
which provides an ample margin under 
most circumstances—and only on securi- 
ties, whose dividends will provide not only 
their board, or the interest paid on the 
borrowed capital, but produces on the un- 
borrowed portion of the capital invested 
a profitable turn over. 


When a Bargain Is Not a Bargain: 

That is when earnings show dividends 
barely earned. Such stocks may look 
cheap, but their cheapness is but the hand- 
writing on the wall of pending unfavor- 
able developments. It portends the pass- 
ing of such payments of which American 
Beet Sugar and Century Ribbon were re- 
cent outstanding examples. 

Dwell not on past performances whose 
allurement has dragged many investors 
into an inextricable bog. Because a stock 
once sold higher is meaningless, for 
causes, which have long since ceased to 
exist, may have been responsible for it. It 
is the future the investor must consider 
and carefully analyse. Bargains are not 
found on what has transpired but what is 
likely to occur. 


Hunches, Tips and Expectations: 

These are all tempters on which the 
conservative investor should turn his back. 
When we consider Wall Street is the 
country’s market for its securities, we 
must realize that very often, to make 
them attractive to the public, favorable 
reports, or vice versa, will find circulation 
through under-ground channels to in- 
fluence their purchase or sale. Hunches 
are as reliable on the stock market as 
they are on the race track. Expectations 
are never realized unless there is a sound 
basis for them. So it is also true of the 
so-called mystery stock, for mystery, 
whatever form it assumes, has the con- 
sistent tendency of developing unpleasant 
surprises. 


Mechanical Methods and Systems: 

They all should be tabooed. There is 
nothing more sound in logic than the 
contention that speculation cannot be re- 
duced to a mechanical science, for if it 
could be so regulated everybody would 
be a millionaire: there would be no losses 
and there also would be no good profits. 
Good information provided by statistica} 
bureaus of reputable standing is the ex- 
ception, for they keep the investor fully 
informed. Handling money is a business 
in itself on which a person can never get 
too much good information. 


How to Handle Stock Salesmen: 

The more money investors accumulate 
the more desirable prospects do they be- 
come to the stock salesmen. There are 





ASSOCIATED ELECTRIC 
COMPANY 


Convertible 514s 
of 1946 


Price 9514, and Interest 
Yielding over 5.90% 


Bauer, Pond & Vivian 


MEMBERS NEW YORK STOCK EXCHANGE 


40 EXCHANGE PLACE <= NEW YORK 
TELEPHONE «- HANOVER 4335 














BRvVKS BUNDS 


Yielding 6% to 7% 


Send for Booklet “F” 


PWBrovvksé C0 


INCORPORATED 

Established 1907 

60 State St 
Boston 





























Regardless of the drastic de- 
clines — some stocks from the 
standpoint of current earning 
power are still evervalued. 

On February 23 such a list was 
issued by McNeel’s Service and 
it has since shown losses ranging 
to 125 roints in one instance 
and averaging more than 34 
points on 16 securities. 
Ano‘her jist of 12 overvalued 
stecks has just gone forth to 
members, a few copies of which 
are available. 

Fre: 
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Planned 


Investing 


OTHING 

haphazardly 
done is likely to 
succeed. Sound 
investing of all 
things requires 
careful planning 
and expert knowl- 





edge. - 





We maintain ex- 
perienced analyt- 
ical departments 
and extensive 
world-wide facili- 
ties for gathering 
and fi- 


informa- 


business 
nancial 
tion. Thus we are 
able to offer you 
at a comparatively 
nominal cost ser- 
vices which will 
assist you to make 
profitable invest- 
ments and to avoid 
unnecessary risks. 
We invite your in- 
quiry. 


MOODY'S 


INVESTORS SERVICE 


35 Nassau Street New York 
CHICAGO BOSTON 
PHILADELPHIA LOS ANGELES 
Lonpon: Moody’s Investors Service, Ltd. 
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reputable members of this profession and 
then there is the other type who should be 
shoo-ed away. Listen to the first patiently, 
but do not let the other breed rush you 
off your feet. Whatever is recommended 
don’t buy it until you have fully investi- 
gated its merits. Insist upon a statement 
of earnings, earnings which can be con- 
firmed, also a balance sheet whose correct- 
ness can be established. If you feel you 
are not qualified to appraise such financial 
statements consult a reliable investment 
authority, even if it is necessary to pay 
a fee—it is cheaper in the end. Do not 
permit yourself to be -traded out of a 
sound security—this is a wasteful method. 
Do not become impatient, for hasty action 
is more often prone to produce a loss in- 
stead of a profit. Remember the market 
is always with you, it will exist long after 
you have ceased to worry about what to 
do with your money. It is always uncov- 
ering opportunities for the profitable em- 
ployment of capital. 


The Sound Investment Position: 


Experience covering more than a quar- 
ter of a century conclusively demonstrates 
that the most substantial profits have been 
made and kept by investors who have 
taken a jong position once they have con- 
firmed in their own mind that they are on 
the right path. Such investors will not 
permit temporary market conditions to dis- 
lodge them from their sound securities. 
If one’s position in this respect is sound 
there is no need for worry, for transitory 
fluctuations are as meaningless as spring 
showers are as indicators of serious 
storms, Courage and patience are the best 
assets conservative investors can cultivate. 
These are traits which to a large extent 
explain the success of our rich men. 


Human Weaknesses to Control: 


Control as much as possible the greedy 
instinct that is inherent in all of us when 
it comes to seeking profits. Do not buy 
more than can be comfortably carried 
and be fully protected. Don’t try to sell 
at peak prices any more than attempt to 
buy at the lowest price. Follow the sound 
advice of Baron Rothschild: be content 
with a good profit when you think you 
have one, and buy when you think the 
price of a security appears cheap. Then 
you won’t be so likely to be hung up 
with overvalued securities or on the other 
hand miss good bargains by waiting for a 
lower price. Guard against that impulse 
of getting in and out of the market with 
undue frequency. This practice reminds 
me of a poker game, whose kitty gets all 
the players’ money if they stay long 
enough.: The method is unsafe, over a 
period of time, for it operates in defiance 
of sound financial principles. The records 
of Stock Exchange houses, as Mr. Thomas 
Gibson has pointed out in one of his 
books, prove this a dangerous system of 
trading. Quick profits are no more sub- 
stantial in the stock market than they are 
in any other field of human endeavor. 
When you expect to get something for 
nothing, you usually get nothing, though 





you very often pay expensively for the 
experir nt. Do not expect the market al- 
ways to act one way, or that all stocks 
should advance at one time. There are 
periods when such definite trends are 
present, but they are more the exception 
than the general rule. The normal market 
is one which appraises the value of ip. 
dividual securities on the basis of income 
returns, compared with interest rates, 
Under no circumstances endeavor to be a 
consistent bear on the growth of the 
United States. 

In the above summary of sound rules 
I have endeavored to outline the general 
principles adopted by the editorial staf 
of THe FINANCIAL Wortp in appraising 
values in their analyses and in determing 
the ratings and opinions expressed in our 
Independent Appraisals of Listed Stocks— 
and in the selection of bargains that Tue 
FINANCIAL Wor.LpD has recommended in the 
past to subscribers. They are all predi- 
cated on the soundest financial principles 
and have been developed and confirmed by 
more than a quarter century. I feel con- 
fident that the average investor can greatly 











improve his status by following them 
closely. 
F 
Hartman Reports 
(Concluded from page 499) | 








sity, so it is relatively safe. On that basis 
I would expect the stock to sell at from 
6 to 9 times its earning power under nor- 
mal conditions. 

The net result of all those assumptions 
indicates that Hartman is a fair buy at 
its present price and is likely to be worth 
more in a year or so. The present divi- 
dend seems safe and the yield is decidedly 
attractive. The stock is not necessarily on 
the bargain counter under existing general 
market conditions, but anyone that has 
held the stock through the difficult period 
just passed should not hesitate to face 
the uncertainties of the future with con- 
fidence. 

The value of Hartman stock gives many 
indications of being on the increase. Mar- 
ket price and value though, do not always 
run together. There are times in the stock 
market when prices measured by value, 
seem ridiculous. They are usually too 
high near the end of a bull market and 
too low after a bear market has about 
spent its force. In the long run though, 
price and value will coincide. If then the 
value of Hartman stock increases, the 
price will eventually rise too, Even a bear 
market could only hold the price down 
temporarily if the value increases. 
er 


Meets With Success / 

I feel safer when I approach you ™ 
regard to such matters, as I have followed 
your advice in the purchase of quite 4 few 
different stocks and to date I am mighty 
glad to say I have been successful in all 
of them. —J. A. A., Sunbury, Pa. 





“Tell your friends they need it.” 
The Financial World 
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Low-Priced Stocks 
(Concluded from page 494) 
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tive earnings make the stock appear 
undervalued at these levels. 

The Intertype Corporation reports for 
the quarter ended March 31, 1926, a net 
income of $185,768, after reserve for taxes 
and depreciation, which is equal, after pro- 
vision for first and second preferred divi- 
dends, to 81 cents a share earned on 199,- 
141 shares of no par common stock. This 
compares with $185,117, or 81 cents a share 
in 1924. 


Bush Terminal made a very favorable 
showing of earnings for 1925 when $5.38 
a share was reported on the common 
stock. This situation was thoroughly 
analyzed in the November 17, 1925 issue 
of THE FINANCIAL Wor LD and it appears 
that the company has turned the corner 
for the better. The earnings of 26.9 
per cent of the current market price are 
unusually high and should not be long 
in finding favorable reflection in the 
market. 


It is expected that a dividend will be 
paid on the stock this year. Plant addi- 
tions planned for this year, according to 
I. T. Bush, president, should add to the 
company’s earning power. 


Seagraves reported earnings of $2.49 
a share in 1925 through the manufacture 
of fire fighting apparatus. This is an 
unusually strong small company and the 
earnings compared with the current mar- 
ket price are out of line in view of 19.1 
per cent being earned. There is little 
reason to doubt a continuation of this 
rate of business and the stock appears 
to take little consideration of the earn- 
ings applicable to it. 


It is seen from the tabulation accom- 
panying that the amounts outstanding in 
these various issues are comparatively 
small and the total amount is perhaps 
not a true picture when it is considered 
that most of these issues are closely held 
and the floating supply limited. It is 
in such situations that when the values 
are publicly realized the market prices 
are not long in reaching levels where a 
more accurate appraisal is given. 


In going over the low-priced shares, 
those selling under $30 a share, it is 
well to include a speculation in the rail- 
toad group. Missouri Pacific common 
at below $30 a share cannot be said to 
be discounting the favorable earnings 
applicable to the shares. Current earn- 
ngs reported amount to $5.10 a share. 
Giving consideration to the merger possi- 
bilities of the road and what it means 
in the light of earnings that should be 
increased to close up to $8 a share. The 
stock at its recent low price of $27 a 
we does not appear to give proper 

Cognition to the splendid showing be- 
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1926 Analysis 





S. S. Kresge Company 
Operating a chain of 315 kive-and-Ten-Cent Stores 
The 1926 edition of our Kresge analysis is 
now ready for distribution. It calls atten- 
tion to the remarkable record of this chain. 
CAPITALIZATION 





Authorized Outstanding 
Preferred Stock, 7% Cumulative (par $100).. $ 5,009,000 $ 2,000,000 
Common Stock (par SIO}. . .. cccccccwscceess 100,009,000 36,786,197 


BOTH ISSUES ARE LISTED ON THE NEW YORK 
STOCK EXCHANGE 


The figures below compare operating statistics of 
the Kresge Company reported during the past 
seventeen years and show the large earning power 
behind both the Preferred and Common Stock 
issues. 


Profits Before 


Year Stores Gross Sales Federal Taxes 

1909 42 $ 5,116,099 $ 310,993 
1910 51 6,508,752 408,957 
1911 64 7,923,064 470,866 
1912 85 10,325,487 669,179 
1913 101 13,258,227 869,686 
1914 118 16,097,393 1,150,497 

1915 140 20,943,300 1,293,219 
1916 157 26,396,547 2,172,343 
1917 164 30,090,700 2,360,988 
1918 170 36,309,513 2,950,999 
1919 176 42.668,061 3,505,201 
1920 189 51,245,311 3,678,506 
1921 199 55,859,010 4,627,032 
1922 212 65,191,467 7,576,417 
1923 233 ‘81,843,233 10,893,988 
1924 256 90,096,248 11,564,163 
1925 304 105,965,610 13,509,260 


The Company has opened 12 new stores since 


January lst and plans to open 38 additional stores 
during the year. 


Our 1926 analysis will be sent upon request. We also have 
in preparation similar data on McCrory Stores Corporation, 
National Tea Company, General Railway Signal Company, 
G. R. Kinney Co., Inc., Oppenheim, Collins &% Co., Inc., 
Gotham Silk Hosiery Co., Inc., Peoples Drug Stores, Inc., 
Western Auto Supply Co., and others to be announced later. 


120 Broadway 


Chicago Detroit 





Send for Kresge Analysis H-250 
Merrill, Lynch @ Company 


New York 


Milwaukee Denver 
Members of the New York, Chicago, Detroit and Cleveland Stock Exchanges 


11 East 43rd St. 


Los Angeles 

















ing made by the road and the favorable 
future outlook. This situation was fav- 
orably analyzed in the September 19, 
1925, issue of THE FINANCIAL Wor~p and 
many times since has been given con- 
structive comment in the discussions of 
the railroad situation. 

The company’s general balance sheet as 
of December 31 last shows total invest- 
ments of $501,396,113, an increase of $27,- 
091,440; current assets of $33,476,181, an 
increase of $5,601,384; deferred assets of 
$150,146, an increase of $36,827, and un- 
adjusted debits of $1,282,745, an increase 
of $575,646. 

The other side of the ledger showed 
stock capitalization unchanged at $154,- 
639,600, of which $82,839,500 was capital 
stock and $71,800,100 was preferred stock; 
a total long term debt of $305,333,780, an 


increase of $28,777,580; current liabilities 
of $19,315,884, a decrease of $4,112,417; 
deferred liabilities of $360,047, an increase 
of $148,202; total unadjusted credit of 
$13,605,215, an increase of $1,775,770, and 
a grand total of $536,305,186, a gain of 
$33,305,299 over the total at the end of 
1924. 

It is not possible in limited space to 
cover each situation completely and the 
brief reference made to each serves only 
to point out the importance of making 
a selection in the low priced stocks 
where values are the prime considera- 
tion. Do not be misled by market prices. 
The lowest may be selling entirely too 
high. Whether a stock is selling for $1 
or $800 a share the price can only be 
justified by the current or prospective 
earnings applicable to it. 
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WHY 


This Company Concentrates 
on First Mortgage Real 
Estate Bonds 


We believed that our 44 years of real 
estate experience made us particularly 
qualified to underwrite desirable First 
Mortgage Real Estate Bonds. 

Our many years of close contact with 
New York real estate gave us a sound 
basis for judging property values and 
earnings. 

We were convinced that properly se- 
lected real estate bonds embodied all of 
the essential elements of a good in- 
vestment. 

People are recognizing more and more 
the desirability of good Real Estate 
Bonds as investments, because of their 
high yields and wide margins of safety. 
The advice which we offer is available 
to every investor without obligation. 


Circular FW-105 sent upon request. 


Fred’k Southack & 
Alwyn Ball, Jr., Inc. 


11 Broadway, New York City 

















STOCKS 


Carried on conservative margin 


H. F. McCONNELL & CO. 


Members New York Stock Exchange 
(Established 1908) 
150 B’way, N. Y Tel. Rector 2100 


























Our 
Mortgage Bonds are secured by 
income- paying business property 
in Miami, “The Concrete City,” 
a seasoned investment field where 
sound, steady growth doubly as- 
sures the basic value of the se- 


$100 to $1000 First 


curity . .. independently, authori- 
tatively appraised at substantially 
twice the amount of mortgage 
loan. Write now, while 8 per 
cent is prevailing, legal interest 
rate, for “8% AND SaFETy” 
booklet—explains how bonds are 
underwritten and _ safeguarded 
and gives all other important de- 


tails. References: 4/] Miami 
Ranks. 


~ THE FILER-Puevezanp 


1004 Bedford Building, Miami 


Lo 


» Florida 


Name 





Address .... 
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MONG tthe states of the north- 

west attracting most attention 

during the past three or four 
years, none has been more notable than 
North Dakota. Its tragic political ex- 
perience, the severe financial crisis through 
which it passed and the heavy investment 
in its real estate mortgages held by east- 
ern investors combined to make its affairs 
of widespread concern. It is encouraging 
to find from official reports that there has 
been a marked improvement in that state, 
It has rid itself of the incubus of Non- 
Partisan League domination, has elimin- 
ated some, if not all, of the weird finan- 
cial burdens laid on it by the League 
promoters and is trying to do business in 
a business-like way. Only the other day 
it had a great celebration when its state- 
owned packing house which was to revolu- 
tionize the meat industry was finally 
taken over by a Chicago packing firm and 
commenced to operate successfully for the 
first time. But there is a concrete report 
just issued by the economics department 
of its agricultural college that is to the 
point and a valuable exhibit in farm prog- 
ress. In 1923 the college made a survey 
of four townships in Foster county to 
determine the exact condition of the farm- 
ers preliminary to a campaign for one of 
the many farm relief bills introduced in 
Congress at that time. It has just made 
a resurvey of the same area and the same 
farms, reporting on the ninety-one iden- 
tical farmers who were interviewed pre- 
viously. 


What a Survey Shows 


Eliminating many details the re-survey 
shows these facts: Between 1923 and 1925 
the average net worth of 43 farm owners 
increased from $15,869 to $18,192; 38 
tenant farmers increased their worth from 
$1,397 to $2,922. Increases came both 
through decreased liabilities and increased 
assets. The owners increased their assets 
from $26,521 to $27,156 and decreased 
their liabilities from $10,662, to $8,986. 
The tenants have an average worth now 
of $4,283 and liabilities of $1,316. The 
reduction of liabilities was in first mort- 
gages, chattel mortgages, personal notes, 
back taxes and interest. The improve- 
ment of the farmers came primarily from 
two good crop years. Wheat averaged in 
1923 only 5.6 bushels; in 1925 it was 14.4 
bushels. Prices rose from $1 to $1.34. 
Wheat sales were $337 in 1923 and $1,453 
per farm in 1925. There has been little 
readjustment of farm acreages, the 
wheat acreage remaining stationary and 
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the increase of live stock being small, six 
to eight head of cows per farm. The 
yields and prices are, after all, the things 
that count in a farm country. Given these, 
there is certain to be prosperity. A 
failure in either brings depression, and 
North Dakota has been fortunate in both. 
It has also regained a saner view of 
finance and it is pleasing to note that it 
is apparently on the way to a permanent 
prosperity that will bring it back to its 
old-time position. 


Less Farm Population 

In this connection there is much food 
for thought in the figures given out his 
week by the census bureau showing that 
there has been a net loss to the rural 
sections of 579,000 persons in 1925. The 
decrease in farm population in 1924 was 
182,000. The west, north central and 
mountain states show the largest decline 
and the south the smallest. There is much 
speculation as to the causes but it may be 
easily understood that there is an attrac- 
tion in the city for the farm youth that the 
farm with even its modern improvements 
does not give. The farmer graduates of 
the agricultural colleges return only in 
part to the farm. The demands for labor 
and the vast number of men needed in 
utilities and industry takes from the farm 
many of the younger generation. In ad- 
dition it must be remembered that less 
men are needed on the modern farm in 
this day of power machinery. The trac- 
tor and truck, the combined harvester and 
other improvements for the operation of 
agriculture with less man power make it 
easy for the farmer to handle more acres. 
The farms remain practically in as large 
numbers but there are less farmers be- 
cause less are needed. It is also reason- 
able to expect that instead of the trend to 
the city tending to depress the price ot 
land, it is, on the contrary, in the end 
likely to make it more valuable. As the 
number of workers decrease and the con- 
sumers increase, there should be a higher 
price level for products, thus encouraging 
the farm operations. Land values always 


‘depend on crop production and prices and 


if the trek to the cities goes on there will 
be a change in these also. It is by no 
means a serious situation, though one not 
to be desired. 


Demand for Realty Securities 
The first quarter of the year has been 
notable for the increased demand for real 
estate securities, according to 4 survey 


just made public by G. L. Miller & se 
covering the leading investment houses 0 
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the country. It shows that the new capi- 
tal real estate bond issues reached for the 
three months $146,340,000, an increase of 
11.6 per cent over the corresponding period 
for last year. It is nearly three times as 
large as the issues for the entire year of 
1921, $49,786,000. The expansion of the 
building industry is, of course, primarily 
the basis for this increase and this seems 
to be going on with little change, though 
there are cities where the shortage is said 
to have been fully overcome. But with 
the country gaining in population at the 
rate of a million a year and, as shown 
in the government census, half a million 
going from the farms to the city each year, 
it means continued construction to main- 
tain service for the city growth. One rea- 
son for the public’s attraction for the 
real estate mortgage bond is its high rate 
of interest compared with municipals and 
similar bonds. The average investor thinks 








The gross operating rev- 
enues of this Company 
in 1925 were 14.68 per 
cent over 1924 and after 
all prior charges were 
met there remained ap- 
plicable to dividends 
$4,146,549—an increase 
of 29.34 per cent over 
the previous year. Con- 
tinued rapid develop- 
ment of the territory 
served makes the securi- 
ties of this Company es- 
pecially attractive. 
Write for 
YEAR BOOK i of 
is Company’s Progress 
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he ought to have at least six per cent, and 
the farm mortgage and the real estate mort- 
gage bond are the two directions in which 
he can attain this rate most easily. He is 
familiar with realty and it always has a 
special interest for him because of that 
fact. 


Will Demand Continue? 


It is the opinion of the survey that the 
demand will continue for some months at 
least, though whether the record-breaking 
figures of last year, $700,000,000, will be 
reached is problematical. It will depend 
on the building program’s activity during 
the last half of the year. The recent 
shock to the stock market has doubtless 
had an effect in leading the investor to the 
substantial issues of realty securities 
where no fluctuation is possible. The 
average investor is not seeking speculation ; 
he wants something he can put in his 
safety deposit box and let it stay there. 
When he clips coupons that is all he ex- 
pects from it and he is willing that this 
shall be the chief result of his investment. 
The real estate mortgage bond is easily 
purchased and easily held, and if the same 
high standard is maintained as during the 
past five years of its prominence in the 
field of finance, there is no reason why it 
should not continue to attract the investor 
both large and small. 


Crop Outlook Favorable 


To the investor in farm mortgages there 
is encouragement in the spring crop out- 
look. The wheat prospects are the best 
in several years. Kansas is likely to have 
a record crop, as will Oklahoma and 
Nebraska. The plant has come through 
the winter in fine condition and the in- 
terior states are all in condition where 
they are looking forward to a surprising 
influx of new wealth in about three 
months. ‘The wheat belt, which suffered 
somewhat last year, is again coming to its 
best condition and there will be a clean- 
ing up of defaulted interest and probably 
an increase in land values. Despite all 
the pessimism exhibited in Congress and 
the bills for farm relief, the farmer is in 
fact in better condition than in five years 
and this year will put him yet farther in 
advance. It is a matter of prices and 
crops. The latter seems promising and 
the former has a fair prospect of good 
figure. 
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Raises Dividend Rate 
Sterling Products, Inc., increased its 
dividend to $1.25 per share for the quarter, 
which raises the annual basis to $5. Up 
to this time a quarterly dividend of $1 
was paid. 
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Atchison Has Good Year 

Rating “A,” Guenther’s Appraisal 
Atchison had a remarkably good year in 
1925 when $17.18 a share was earned on 


the common stock, compared with $15.47 
in 1924. 





DEPENDABILITY 


Farm Mortgages are free from the 
dangers of inflation, deflation, inventory 
losses and all other incidental factors 


of business readjustment. 


We specialize in 


Arkansas / 4. ARM 


our offerings. 


The upward trend of land values is 
significant in adding additional strength 


to farm mortgages. 


Our offerings will meet your every 
From $300.00 upward. 


requirement, 


Write for particulars. 


The John A. Guthrie Mortgage Co. 
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and are Loan Correspondents for a 
number of Life Insurance Companies in 
these States, who give preference to 























MIDWEST 
FINANCIAL 
SERVICE 


A Dependable Service at a 
Very Low Price 


WE HAVE ANTICIPATED 

EVERY MARKET CHANGE 

AND MADE MONEY FOR 
OUR CLIENTS 


Midwest Economic Institute, Inc. 
11 S. LaSalle St., Chicago 


Gentlemen: Kindly send me, with 
no obligation on my part, your 
weekly financial Bulletin and in- 
formation regarding your service. 
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Over the Counter Market 


Edited by William J. Healy 














r RADING in the over the counter 
L market failed to show any improve- 
ment over the recent dull condi- 
tions, and there was barely any movement 
in prices among the more prominent stocks. 
The volume of business transacted was 
small and orders that came into the mar- 
ket represented belated liquidation in 
stocks which already are substantially be- 
low the peaks of the year. 

A sharp decline of 102.50 points in the 
average price of stock in ten New York 
bank and trust companies took place dur- 
ing the month of March, according to the 
index of security prices compiled by the 
New York Trust Company. 

Protest against the merger of New 
York Title and Mortgage and United 
States Title Guaranty Company had little 
or no effect on the shares of those con- 
cerns, both holding steady. 

A good demand sprung up for Chase 
National Bank stock during the early trad- 
ing coincident with its formal consolida- 
tion with the Mechanics & Metals Bank. 

Nothing of particular interest developed 
among the industrial issues, except when 
some of the sugar stocks were offered 
down to lower levels. Bid prices gave 
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away quickly and the amount of stock 
which changed hands was not large. 

Some of the industrials were offered 
rather freely and moved sharply lower. 
Such was the case in Singer Manufactur- 
ing and Rolls-Royce preferred. Columbia 
Phonograph came into prominence with an 
advance several points, while the rest 
of the list was lower. There was nothing 
new in the company’s affairs to account for 
the rise in the stock, which was attributed 
to an oversold condition. 

Despite moderate selling pressure ex- 
erted against the power and lighting stocks 
listed on the big board, those dealt in over 
the counter with few exceptions showed 
firm resistance. 

Republic Railway & Light preferred 
continued in good demand as a result of 
favorable developments recently concern- 
ing the affairs of the company. 

Net income of the Northern Ohio Power 
& Light Company last year amounted to 
$801,454, equivalent after preferred divi- 
dends to $3.64 a share on the $10,000,000 
common stock. This showing compares 
with earnings of $635,527, or $2.03 a share 
in 1924, 

The report showing sales of life insur- 
ance established new high records in the 
first three months of the current year, 
failed to stir up any interest in the shares 
of such companies. Prices were lower in 
some instances, but little importance was 
attached to the changes. 

Dealings on the Curb were irregular 
with narrow fluctuations in the main body 
of stocks. Some issues, where a thin mar- 
ket exists, showing losses from 1 to 5 
points as a result of further liquidating 
orders. Trading as a whole was quiet, 
with the total volume of business the 
smallest in weeks. Business was chiefly 
professional, but even traders operated on 
a smaller scale because of the narrow rut 
into which the market has fallen. 

Victor Talking Machine was decidedly 
weak and broke to a new low for the year. 
The action of the stock indicates that the 
annual report which will be issued within 
a week is not expected to show any im- 
provement over conditions in 1924, when 
only about $3.75 a share was earned, com- 
pared with more than $18 a share in 1923. 

Ford Motors of Canada broke sharply 
and was carried down close to 500 on odd 
lot transactions before supporting orders 
checked the decline. Royal Baking Pow- 
der, appearing on the tape for the first 
time in several months, was down to a new 
low for the year, a loss of 38 points from 
the last sale reported several months ago. 

General Baking A stock dropped to a 
new low record as a result of the dissen- 
sion among stockholders and reports that 
the present dividend may be discontinued. 
The stocks responded to the announcement 
of Frederick N. Frazier, chairman of the 


Board of General Baking Corporation, 
that no reduction in the dividend rate of 
the “A” stock is contemplated as the com- 
pany is in excellent financial position. 

In addition to an initial quarterly divi- 
dend of 50 cents a share in cash, Electric 
Refrigeration Corporation has declared a 
stock dividend of 1% per cent, both pay- 
able May 1 to holders of record April 19, 
Net profit for the first quarter of 1926 
was $969,885 before taxes, against con- 
solidated profit of $664,193 for Kelvinator, 


‘Nizer and Grand Rapids Refrigerating 


Companies, after taxes, in the same period 
last year. 

Weakness broke out in the refrigeration 
group, led by Electric Refrigeration. Cope- 
land Products went to a new low record, 

Directors of the Gillette Safety Razor 
Company declared the regular quarterly 
dividend of 75 cents and an extra of 25 
cents, both payable June 1 to stock of 
record May 1. This extra is same as de- 
clared three months ago. 

Heavy profit taking developed in Fresh- 
man Radio after the stock sold at a new 
high for the year and was responsible for 
a loss of several points. Music Master, 
which was placed in receivership, was 
forced to a new low record of around 10 
cents a share. 

Sales of Landay Brothers, Inc., for the 
first quarter of the year amounted to $1,- 
133,399, compared with $617,085 in the 
same period of 1925, an increase of $516, 
414, or 83 per cent. Nine months sales in- 
creased $1,744,373, or 88 per cent. 

Directors of the Consolidated Laundries 
Corporation placed the capital stock on a 
$2 dividend basis with the declaration of 
an initial quarterly dividend of 50 cents a 
share, payable April 30 to stockholders of 
record April 15. 

Charles B. Kilby, president, reported 
that with the completion of arrangements 
for the acquisition of the National Family 
Laundry Service Corporation, the Sea 
Beach Steam Laundry Company, Inc., and 
Community Laundries, Inc., the Consoli- 
dated Laundries Corporation controls 
twenty of the larger units in Greater New 
York and New Jersey. 

The oil shares were practically neglected, 
with few changes of importance. Lago 
Oil & Transport dipped to a new low for 
the year. Standard Oil of New York es- 
tablished a new low for the year at 30 
and then developed a firmer tone. 

The Continental Oil Company for last 
year reports net income of $9,314,268 be 
fore reserves for depreciation, depletion, 
etc., equal to $2.66 a share earned on the 
outstanding capital stock. After all 


charges, earnings were equal to $1.23 a 
share on the stock. 

The new $25 par value stock of Standard 
Oil of Nebraska was admitted to unlisted 
trading privileges. 
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Bulls and Bears 
(Concluded from page 500) 




















thus far in 1926. The company proposes 
to issue one share of new stock for each 
four shares of present stock and change 
its name. At the close of 1925 the com- 
pany was in weak current financial con- 
dition with current assets only slightly in 
excess of current liabilities. 





Motors 





General Motors— 
Rating “A” 


General Motors reports record breaking 
sales to users of motor cars in the first 
three months of 1926, when sales amounted 
to 225,000 cars as against 136,000 cars a 
year ago. These sales in the first quarter 
compare with 281,000 cars sold to dealers. 
This reflects a satisfactory condition for 
this season of the year. As there have 
been no important price cuts it has been 
expected that the company’s profits for the 
first quarter will be quite satisfactory. 
Whether or not business will hold up to 
1925 levels in the last three quarters of 
1926 still remains to be demonstrated. The 
company’s subsidiary in the electric refrig- 
erator field, Frigidaire, is reported to have 
sold $40,000,000 worth last year. If a 10 
per cent profit were realized thereon it 
would equal 75 cents a share on the out- 
standing common stock of General Motors. 


Jordan— 
Rating “B” 

Following the unsatisfactory profit mar- 
gin disclosed by Hudson, Jordan reports 
$1.03 a share earned on its common stock 
in the first quarter of 1926, resulting in a 
new low price for that issue. 





_ Railroads 


Ann Arbor— 
Rating “C” 

All earning records were broken by Ann 
Arbor when $7.99 a share was earned on 
the common stock, compared with $4.21 a 
share in 1924. More than 66 per cent of 


the common and preferred is now owned 
by Wabash. 





Erie— 
Rating “B” 

Despite the anthracite strike Erie was 
able to report $3.71 a share earned on the 
common stuck in 1925, compared with 
$6.26 a share in 1924. Other income, which 
largely includes dividends from its coal 
mining properties, declined from $7,700,000 
to $4,168,000. The company substantially 


decreased its funded debt during the year. 
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What Does Net Per Share Decide is Now The 


Outlook for Stocks? 


What is the basic force which makes prices in the stock market? Present, and pros- 
pective, earning power. Tips and rumors can all be ignored if one only estimates 
soundly, ahead of time, net earnings per share. 


_ In_ January and February we pointed out persistently that net per share failed to 
justify prevailing prices—hence stocks then were a sale. Various authorities now say 
the same thing. Stocks, however, now are down 24 points. It is time for a new estimate. 


Are Stocks, at current prices—compared with 
net per share—cheap? 


This question thoroughly analyzed, specific recommendations made, in latest bulletin 


just prepared for our clients. Few sample copies available for distribution free. 
Simply address 


American Securities Service, Suite 837, Corn Exch. Bank Bldg., New York 
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THE WEST PENN ELECTRIC COMPANY 
New York, N. Y., April 15, 1926. 


The Board of Directors of The West Penn Associated Gas and 


Electric Company has declared the quarterly 


° a 
ivi - t (1% %) 
sc yore yc “ = pio cigs Mee Electric Company 


Stock, for the quarter ending May 15, 1926, 


payable May 15, 1926, to stockholders of Pr d 
record at 12 o’clock noon on May 1, 1926. eferre Stock 
WwW. K. DUNBAR, Secretary. $6.50 Divider Series 





This stock is ot equal rank with 
AMERICAN WATER WORKS AND ELEC- 


TRIC COMPANY, INCORPORATED other preferred stock issues of 
The regular quarterly dividend of 1% per * the company. 
cent on the 7% Cumulative First Preferred a ; 
Stock of the Company for the quarter ending Earnings are equiva- 
April 27, 1926, has been declared payable May 
15, 1926, to stockholders of record at 12:00 lent to more than 314 
o’clock noon on May 1, al acl times the dividend re- 
The regular quarterly dividend o per : _ 
cent on the Common Stock of the Company quirements on the pre 
has been declared payable May 15, 1926, to ferred stock. 
stockholders of record at 12:00 o’clock noon eu P P 
on May 1, 1926. Dividends are being paid 
W. K. DUNBAR, Secretary. in cash or class A stock at 
New York, April 15, 1926. the option of the holder. 





The Associated System 
serves 330,000 consumers 
in 1,000 communities with 











INTERNATIONAL RAILWAYS 2,000,000 population. 
OF CENTRAL AMERICA Approximately 21,000 
} customers have invested 
The Directors of the Inter- in Associated securities. 
national Railways of Central 2 
America have declared a quar- The oldest property in the 
terly dividend of one and one- System was established 74 
quarter of one per cent (114%) years ago. 
on the Preferred Stock of that 33,000 new consumers 
Company, payable May oo were added during 1925. 
pater — ina 3 eee lang A sound, attractwe investment in 
April 30, 1926. a growing business that supplies 
EDWARD S. HYDE, Treasurer. a daily need. 
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" Corporation Ssiqcaue Corporation 

. New York, April 12, 1926. . 61 Broadway New York \ 

mK The directors of Consolidated Laun- | 

4 dries Corporation have declared an ini- ({§ THE BORDEN COMPANY 

4; tial quarterly dividend of fifty cents Common’ Stock Dividend No. 65. 

x oo = oa _— —_ vp bea s The regular quarterly dividend of $1.00 per 
’ © stockholders of record at the close o share and an extra dividend of 25¢c per share 
| business April 15, 1926. Checks will |f have been, declared on the outstanding com- 
4} be mailed. mon stock of this company, payable June 1, 
8 1926, to stockholders of record at the close 
4 CHARLES B. ae OO x of business May 15, 1926. Books do not 
m4 ° close. Checks will be mailed. 
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Weekly Business and Financial Summary 


(Principal features of this page elaborated and interpreted in the “Trend of Things.”) 































































































Representative active stocks as of Wednesday, April 14, Average Stock Prices 
1926: Week's sales—Thursday, 1,074,300 shares; Friday, 1926 1925 
1,056,205; Saturday 520,697 shares; Monday, 1,650,112 shares; ak aay =9. 
Tuesday, 1,385,563 shares; Wednesday, 1,337,726 shares. : Apr. 14 Apr.7 Mar. 31 Apr. 8 
eer ee 100.66 102.23 101.24 $7.23 
Churs- Thurs- a) 119.22 121.79 120.73 116.12 
High Low day day ee Sy ree 109.44 112.01 110.99 101.67 
77—1925—. NAME of STOCK al Bee tot Sa Snare Ses 27.50 27.04 26.58 24.99 
ee ee 
297% 158% Amer. Can ........ _ 42%, 42% Bond Dealings, Jan. i to Date 
94 87 Am. For. Pr. 7% pf.. 96 90% 1926 1925 seine 
AT 1 % 7 ive , & = a - . v0. at. 
+t eet 4 = + greet Be a U. S, Govt, ds... $86,782,750  $125,478,650 — $280,886,045 
121% 85 ia ebeco +h on 114% Other dom. bds... 658,550,800 805,411,500 610,707,650 
538% 35 Anaconda .........-- 43% 42% Foreign tds. 181,600,850 190,573,700 139,270,200 
1 ‘ 991 5 
Rh ae — yg ly ae eee Total all bds. ..$926,934,400 $1,121,463,850 $1,030,863,895 
146 107 Baldwin Loco. ..... 102% 100 Public Utility Stocks 
94% 71 Baltimore & Ohio 87 85% si a : ; 
3% 8% Corre Go Space 62 61% imi” CO” - ee 
130% 89%, Chesapeake & Ohio. 124 121 71%, a : "102 104 si ° Ra 
83 47% Chic. & N. W. .... 68% 67% cee ee a ee 102% 104 
58% 40% Chic, R. I. & Pac... on” 42.5% ee ee _ No. Ont. L. & Pr. 
, ? sso. Gs. & El. pf. 49% 50% | eR oe 78 81 | 
89% 82 Rock Isl. 6% pf.... R4 84 Gent tll Pub Okla. G. & E . 86 | 
97 74% Consolidated Gas.... 91% 90 % Ser. 6% vf 89 92 <aggtvods Bt me oes a8 
42% .32% Corn Products ..... 39% 38 5% tant oe "ke F t. pf. 95 97 — iy - = = 99% | 
84% 64% Crucible Steel ..... 69% 65% — a of Bs i; “see te me 8 99 | 
94% 89% El. Pr. & Lt. 7% pf. 92% 93 Cities Serv. ..... 40% 41 peter: “101 102% | | 
114% 90% Famous Players 119 116% 7 Do pf Bexsaya 83% 84% Steer f ides etek <2 
337% 227% General Electric 304% 288 ieee ioe N.Y. pf. 57 . 58 > $6 pf . : ee 
149% 64% General Motors 119% 116% Ginne Pr. 6% pf. 96 98 a Se ies ‘ 
54% 45% Gen. Outdoor A 53 51% ane Aad ig ee 5 Stand. G. & E. 7% as ; 
82% 60 Great Northern ..... 73 71% pf. ; "96 100 Staten Isl Hal. 101 
27% “25% gHartman Corp. vias 28 27% Galv Sous. 21... 18 21 6% t Pe as, 94% 
47% 34% Household Produ*ts. 42 42% til P, r "Le . + re : lo 6~Pl. wwe 3 9415 
38% 21% Hudson & Man. 39% 3 ioteeek. Se. 1% 77 92 +e oo Eh Pr ts . 24 
59% 46% Kennecott Copper 521% 51% Kings Co. Lt “1% .100 % 102 Tide “Wat Pr Hb 99 
46 34 Magma Copper 39 36% Louisv. G. & E ‘A 23% 23% pf. pegs vam 10 
137% 113% N. Y. Central ...... 122% 121 Met. Edi. $6.C pf. 92 96 Ut P&L 7% | 
161% 123% Norfolk & Western. 144% 142% Miss. P. & L. pf.101 104 © Spear tiaen 97 
orthern acific 0 : sill ela aa oh ded > 
ct aki Gemcheeee. Wotrol oe ie Nat. Pub. Ser, pf. si ai Utica G. & E. pf.105 107 | 
20% 76 Pathe Ex. A ..... 52% a a: | ee Ce e 
58% 42% Pennsylvania R. R.. 51% 50 : 
33% 25% Pure Oil ........... 26% ++ Standard Oil Stocks 
64% 42% Rep. Iron & Ste-! 50% 48 Bid Asked Bid Asked 
102% 57% St. L. & Frisco 88 1% 88% Anglo-Amer. ..... 17 18% So. Penn. O. ...152 156 
238% 147% Sears Roebuck 48 5% 46% Atian. Rig. ..... 107 107% Stand. O. of Cal.. 563% 53% 
103% 96 Southern Pacific 99% 98 Borne-Scrymser .230 245 Stand. O. of Ind. 61% 61% 
130% 7% Southern R’way .... 110% 107% Chesebrough .... 64% 66 Stand. O. of Kan. 26% 27 
56% 50% Stand. Gas 8% pf... 55% 55% Continental Oil 20% 21% Stand. O. of Ken.115 117% 
55 ‘2% Seams Company 50% 19% Galena Sig. Oil .. 19 20 Stand. O. of Neb.248 253 
101% 70 Tobacco Products .... 100% 96% Humble O. & Ref. 55 55% Stand. O. of N. J. 41 41% 
153% 188% Union Pacific ...... 145% 144 Imperial Oil, Ltd. 32% 32% Stand O. of N. Y. 30% 30% 
108% 92% U. S. Rub. 8% p*... 106 105 int. Petrol. .... $1 31%. Stand O. of Ohio.311 315 
139% 112% U. S. Steel ........ 120 %% 117% Ohio Dll 26... 59% 60% Swan - Finch Oil 
73% 55% Wabash A pf. ..... 71% 715% Penn. Mex. Fi... 18 20 Corp. ......... 18 18% 
84 66% Westinghouse Mfg. 68% 67 Prairie O. & G. .. 51% 52% Vacuum Oil - 97% 98 
Solar Rfg. ......194 198 Ween. Off) ...... 50 ie 
Foreign Exchange Car Loadings : Ratio of Reserves 
With all percentages computed on 
1926 Revenue freight loadings for the tee basis telvedueced * ange ona 
y April 3 totaled 928,092 : oy the Reserve 
April14 Year Ago week ended Ap , ’ Board on March 13, 1921, the highest 
P bd cars. This was an increase of 4,692 and lowest reserv mate ? th 
|| ere $4.85 % $4.78 v6 cars compared with the correspond- Teenie’ Waceeme ré a cen re 4 
Fr. France ...... 3.4242 5.18% ing week last year and 66,102 cars iaicciens ‘ ystem compare 
‘ ‘ 0 over the corresponding week in 1924. = Hieh , 
| Lira ........... 4.02% 4.1 Compared with the preceding week 1926 75.6 ap nr — . 
Belgian Fr. 3.76% 5.0414 the total was:a decrease of 39,746 1925 eoaaes 78 A ‘San a. ane sot Ps 
Holland 40.09 39.92 cars, decreases being reported in the a Posse eee os. oe a 
total loading of all commodities ex- 1924 --83.7 Jan. 21 70.5 Dec. 24 
Austria 14.125 14.125 cept ore 1933 <> sesttee auly 26 71.3.Jan. 6 
Denmark ....... 26.15 18.43 Loadings for the week ended April aoe eld mr Aug. 9 71.1 Jan. 4 
Germany ....... 23.81 23.80 3 compare as follows with the weeks ha ‘2959 s9eve SPUD. ny 45 ong 
Norway ........ 21.63 16.16% of this and preceding years: Y vg na a percentages of ome “ 
eee 14.23 14.25 1926 1925 1924 ola ae ceeweren gad 
Sweden ........ 36.76 | 26.94 Apr. 3......928,092 923,400 861,990 1921 ....84.1 Sep. 21 85.6 Feb. 4 
oe 19 tlle Mar. 2/......967,838 932,769 907,389 1926 '/186.7 Jan. 27 75.1 Feb. 2 
ce fre 12.13 11.20 Mar. 2?) ....977,209 911,481 909,390 1925 .85.5 July 29 69.6 Feb. 25 
: Chk Rll an or Mar. 13 .....967,411 924,149 916,953 1924 ...91.5 May 21 70.8 Oct. 10 
Canadian Dollar.100.14 99.93 Mar. 6......964,681 932,044 929,381 ME: 42556 87.6 Jan, 25 75.0 Jan. 3 
Feb. 87...... 912,658 864,096 944,514 eee 89.62 Jan. 25 79.3 Jan. 4 
‘ : f ‘ | 
Crude 1 Production Monev. Rates Commodity Prices | 
Daily Average Apr. 15 Apr. 16 } 
(Figures in barrels) ee Prete rr eer etre 4% 1926 1925 
April10 April 11 36. | 
1926 1925 i ee oe rena 4% % Wheat, No. 2 red ..$1.97% $1.85 | 
Oklahoma ....... 469,200 464,150 Commercial Paper 22-44 -44%% Corn (new) No. 2 yel. .92% "y 
BEM! ciseuk nes 101,300 85,800 Rediscount Rates ...... 4% Rye, No. 2 white 1.01% 1.14 
Se ee 86,200 88,100 Rants A ; Oats, No. 2 white .. .55’% "5 
East Cent. Tex 56,750 144,400 OaREES -Aaoeptences 4% Fl. std, Sp. pts. 8.50@9.00 = 8.% 
West Cent. Tex 82,150 58,450 Bar Silver, London ........ 29.78d —— No A _— ee et 
Southw. Tex. 39,700 44,000 : s 5h ugar, granulate< -05 as 
No. Louisiana 51,150 50,350 ee eee ee, Feit dail om, 2% Wee. . > + -ESe 700 
ol a 169,450 173,000 Steel billets, Pitts. .35. ot. 
Gulf Coast _..... 86.550 97,050 London Market eee 8.00 
eS ee ae 100,500 101,000 Money in London unchanged at 4% SEC re et ‘ 
Wyoming ........ 73,150 80,100 per cent; short bills, unchanged in Zine, KE. St. L 
Montana ......... 22,750 8,200 offer at 4% per cent; three months’ EE Se te ees . 
Colereado. ....«.««. 6,350 2,450 bills unchanged at 4% per cent. Cotton, mid. 7 ‘ 
New Mexico ..... 4,000 550 Gold bullion unchanged at 84s, Printcloths ........-- 5% "44% 
California ........ 597,000 596,000 11%d. Bank og England sold bar Rubber, spot ......-. 4830 “a 
gold valued at £7,000, destination not SOME 68 iad. 900 >.5'3 19 . 
OUND, dbo :6 Ho 52: 1,946,200 1,933,600 reported. Crude oil, Mid-Con., 33 80 
to 83.9 grav. ...... 1.80 1. 
—— 
———— 
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